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Introduction 
INTRODUCTION 
The wage problem is so important tha t it has 
always engaged the attention of all thoughtful people 
in all countr ies at all t imes. This problem is more 
complicated and complex in India at present . The fact 
cannot be denied that the "wages" form the pivotal 
round which most labour problems revolve wages are 
the main cause of trouble in the Industr ial disputes . 
They are the main source of worker's income. His 
livelihood and that of his family depends upon the 
wages he receives. The income from other sources, if 
at all exists, is strictly limited. Indirect receipts in the 
nature of social services and social security benefits 
are also limited in India. Hence the wage is of super 
most importance to the worker. The welfare and 
efficiency of the wage earner depend upon the amount 
of earning received. More earnings means greater 
satisfaction of wants . Taking the agricultural workers 
also into account, a large number of population 
consists of workers and therefore, the well-being of 
society is intimately connected with the well being of 
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the workers the workers. If unemployment or 
underemployment is an under of economic dis t ress in 
the country, wages and earnings serve as an indicator 
of the economic prosperity of the section of the 
population which is in paid employment. 
The preamble of the Indian consti tut ion states 
that the people of India have solemnly resolved "to 
secure to all its citizens: justice-social economic and 
political-equality of s t a tus and of opportunity". Thus 
the concept of socio-economic jus t ice , which is 
enshrined in the preamble, contains the aspiration of 
the people of India who have established the 
consti tution. 
The Indian constitution through its preamble 
emphatically declares that socialist democratic 
republic of India shall be a welfare s tate committed to 
the ideal of social-economic jus t ice . This preambulary 
message of socio-economic just ice has been translated 
into several articles dealing with its different facets in 
part III and IV of the consti tut ion. The former 
contains the fundamental rights of the citizens and 
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the later deals with the directive principles of state 
policy. 
The founding fathers of our consti tut ion clearly 
laid down socio-economic just ice as a goal to be 
achieved by the future government without any favour 
in India, and did not favour the idea of incorporating 
in the consti tut ion particularly means to achieve it. 
Thus every government which purpor ts to act within 
the consti tut ional framework is duty bound to strive 
to secure social-economic ourtice for the citizens. 
Prior to enforcement of the Indian consti tution 
1950 various legislations, like. The Minimum Wages 
Act, 1948, the Payment of Wages Act, 1936, 
Employee's State Insurance Act, 1948, Industrial 
Dispute Act, 1947 Industrial Employment (standing 
orders) Act, 1946, Workmen's Compensation Act, 1923 
etc, were in operation to welfare of the workers and to 
manage the relations between employer and 
employees. But our consti tut ion's framers felt that , 
regarding the labour welfare, these legislations were 
not sufficient, because, they had not have any 
'National Goal' to be-coming progressive Indian 
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society. Visualising this matter , they incorporated 
many social and economic welfare goals in par t IV h^ of 
the Indian consti tution which deals with the directive 
principles of s tate policy. 
Art 39, 4 1 , 43 and 43 A of the consti tution deal 
with the social and economic welfare of workers 
engaged in all sorts of labour - agricultural , 
industr ial or otherwise. 
Art 39 enuncia tes the dimensions of social 
justice and provides for certain principles concerning 
the socio-economic right of the citizens. The articles 
has six clauses, all the clauses are very important for 
the establ ishment of a welfare s ta te . The important 
question of at taining control over ownership and 
material resources, and providing of a distribution 
system which subserve the common good is the crux 
of the problem and the spirit of the Art 39. 
The economists and sociologists have attempted 
to discover and acceptable general theory of wages 
that would explain in all c i rcumstances how levels of 
wages and changes in wage are determined? What 
determines wages? There is no single answer to these 
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questions Several scholars have answered differently 
and none has proved entirely correct. The history of 
economics thought records various theories of wages. 
The theories of wages have played important role 
for the determination of wages. The theories regarding 
wages may have some value in certain specified 
condition. There are in adequate as a general theory 
applicable in a circumstances. Thus the criteror 
determining wages s t ructure may vary from 
circumstances to circumstances. However, there are 
some principles like growth of production, the 
interplay of supply and demand, reproduction of cost, 
marginal utility bargaining power, labour union 's role 
etc, behind wages theories to which all agree. 
In the present work, an at tempt has been made 
to present the "Role of theories of wages in the 
determination of wage s t ructure , the aim of the 
present work is to see what the role of theories of 
wages is in the determination of wage s t ructure , 
which are provided to workman and what should be 
provided to them? 
Introduction 
The present study is conveniently divided in to 
six chapter excluding its introduction and conclusion 
and suggestion. 
First chapter deals with the wage concept it 
consists meaning and definition, determination of 
wages, mode of wages determination and 
determination of wages ra te . 
Chapter second deals with three par ts , I part 
deal with the theories of wages, its kinds of the eras 
and classical theories of wages and second part deal 
with the new classic theories of wages and third part 
deal with the role of theories of wages in 
determination of wages. 
Chapter third discusses classification of wages. 
1. Minimum wages, 
2. Fair wages and 
3. Living wages. 
Chapter fourth deals with concept of 
globalisation and its impact on wages. 
Chapter fifth deals with the judicial at t i tude or 
approach towards theories of wages. 
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Wage- A Profile 
(A) Wage: Meaning and definition 
Wage is the remunerat ion paid by the employer to 
his employees in re turn for the services rendered by the 
latter to the former. It is the "cash nexus" that joins the 
employer to the employee. 
The term wage as defined in Oxford Dictionary is 
the term used for remunerat ion paid for other than 
white collar jobs, wage means an amount paid 
periodically, specially by the day, week, month or time 
during which workmen or servant is at employer's 
disposal. The term wage in its most generic and 
common balance means to compensate in terms of 
money to the workmen in re turn of his services 
rendered to the employer. 
Many scholars have defined the term 'wages' in 
their own way, Economist Ricardo considered 'wages' as 
"Price" of labour alone Prof. J.R. Hicks has formulated 
the definition in the following words. 
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"Wages are the price of labour and thus in the 
absence of control, they are determined, like all 
prices, by supply and demand**. 
Prof. C. Gide defines. "Wages as the price of labour 
hired and employed by an entrepreneurs ." 
Wage may be defined legally as all remunerat ion 
(other than remunerat ion in respect of overtime work) 
capable of being expressed in terms of money, which 
would, if the terms of employment, express or implied 
were fulfilled be payable to an employee in respect of 
his employment or of work done in such employment 
and includes dearness allowance but does not include. 
i. |Any other allowance, which the employee is 
for the time being entitled to. 
ii.| The value of any house accommodation or of 
supply of light, water, medical, at tendance 
order amenity or of any service or of any 
concessional supply of food grains or their 
articles. 
iii.| Any travelling concession. 
iv. |Any bonus including incentive production 
and at tendance bonus. 
V] 
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V. Any contribution paid or payable by the 
employer to any pension fund or provident 
fund or for the benefit of the employee under 
any law for the time being in force, 
vi. |A.ny retrenchment concession or any gratuity 
or other retirement benefit payable to the 
employee or any ex-gratia payment made to 
him. 
/ii.| |Any commission payable to the employee. 
It would not be out of place to note here that in a 
legislation like the. Payment of Bonus Act, 1965 in 
distinction has been made between "salary and wages". 
But wages arte used as synonymous to salary. However, 
on technical grounds a distinction can be made between 
wages and salary, for salary referees to payment made 
in connection with professional or semi-professional 
services, like that of public officials managers and 
adminis t ra tors , while wage earners do not own 
individually the product upon which they work. In this 
respect they are differentiated from the self employed 
dependent proprietors and persons contributing 
managerial ability to the i ndus t ry and commerce. 
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Entomologically the term 'wages' means all amount 
paid periodically especially by the date, or week or the 
month or time during which the workmen or servant in 
at the employer's disposal. 
The lexicon Webster dictionary define 'wages' as 
money paid for labour or services usually according to 
specified intervals of work, as by the hour day, week, 
the share of national product received by the labour for 
its, as distinct from the share going to "capital The term 
"Wages" may refer to a rate of pay for hour week or 
month price" 
The term wage has been defined under the different 
s ta tues as follows: 
(1) Section 2 (vi) of the Payment of Wages Act, 1936 
says, 
^^Wage means all remuneration (whether by way of 
salary, allowances or otherwise) expressed in terms 
of money or capable of being so expressed which 
would, if the terms of employment, express of 
employed, were fulfilled, be payable to a person 
employed in respect of his employment of work done 
in such employment & includes: • 
10 
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a) Any remuneration payable under any award or 
settlement between the parties or order of the 
court. 
bj Any remuneration to which the person 
employed is entitled in respect of overtime 
work or holiday or any leave period, 
c) Any additional remuneration payable under the 
terms of employment (whether called a bonus or 
by any other name); 
d) Any some which by the reason of he termination 
of employment of the person employed is 
payable under any law contractor instrument 
which provides for the payment of such sum 
whether which or without deductions, but does 
not provides for the time within which the 
payment is to be made; 
e) Any sum to which he person employed is 
entitled under any scheme frame under any law 
for the time being in force; 
But does not include: -
1. Any bonus (whether under a scheme of 
profit sharing or otherwise) which does 
11 
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not form part of the remuneration 
payable under the terms of employment 
or which is not payable under any award 
or settlement between the parties or 
order of a court; 
2. The value of any house accomm.odation 
or of the supply of light, water, medical 
attendance or other amenity or of any 
service excluded from he computation of 
wages by a general or special order of 
the state government; 
3. Any contribution paid by the employer to 
any pension or provident fund and the 
interest which may have accrued there 
on; 
4. Any travelling allowance or the value of 
any travelling concessions; 
5. Any sum paid to the employed person to 
defray special expenses entailed on him 
by the nature of his employment; or 
12 
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6. Any gratuity payable on the termination 
of the employment in cases other than 
specified in subclause (d). 
According to section 2 (m) of the Workmen's 
Compensation Act, 1923, 'wages' includes any privilege 
or benefit, which is capable of being est imated in money 
other than a travelling allowance or the value of any 
travelling concession . or a contribution paid by the 
employer of a workmen towards any person or provident 
fund or a some paid to a workmen to cover any special 
expenses entailed on him by the na ture of his 
employment. 
According to Section 2 (rr) of the Industrial 
Disputes Act, 1947 wages means all remunerat ion 
capable of being expressed in term of money, which 
would, if the terms of employment, expresses were 
fulfilled, be payable to a work done in respect of his 
employment, or of work one in such employment and 
includes: -
1. Such allowances (including D.A.) as the 
workmen is for the time being entitled to; 
13 
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2. The va lue of any h o u s e a c c o m m o d a t i o n , or of 
supp ly of l ight, water , medica l a t t e n d a n c e or 
o the r amen i ty or of any service or of any 
conces s iona l supply of food g r a in s or o ther 
a r t i c l e s ; 
3 . Any t ravel l ing concess ion ; b u t does no t inc lude-
a) Any B o n u s ; 
b) Any con t r ibu t ion paid or payab le by the 
employer to any pens ion fund or provident 
fund or for t he benefi t of t he workmen 
u n d e r any law for the t ime be ing in force; 
c) Any gra tu i ty on the t e r m i n a t i o n of his 
se rv ices . 
4. Any commiss ion payable on the p romot ion of 
s a l e s or b u s i n e s s or bo th . 
4. S e c t i o n 2 (22) of the E m p l o y e e ' s S t a t e Insurance 
Act , 1 9 4 8 s a t e s , 
**Wages means all remuneration paid or payable 
in cash to an employee in the terms of the contract 
of employment, express or implied, were fulfilled 
and includes any payment to an employee in respect 
of any period of authorized leave, lockout, strike 
14 
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which is not illegal or lay off and other additional 
remuneration, if any, paid at intervals not 
exceeding two month; but does not include-
a) Any contribution paid by the employer to any 
person fund or provident fund or under this 
Acts. 
b) A any travelling allowance or. the value of 
traveling concession; 
c) Any sum. paid to the person em.ployed to 
defray, special expenses entailed on him by 
the nature of his employments; 
d) Any gratuity payable on discharge. 
5. Sect ion 2 (b) d the Employee's Provident Funds 
Act. 1952 says , 
"Basic wages means all emoluments which are 
earned by an employee on duty or on leave with 
wages in accordance with the terms of the contract 
of employment and which are paid or payable in 
cash to him but does not include:-
1. The cash value of any food concession; 
2. Any dearness allowance (that is to say, all 
cash payment by whatever name called paid 
15 
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to an employee on account of arisen in the 
cost of living), house rent allowance, over 
time allowance, bonus, com,mission or any 
other similar allowance payable to the 
employee in respect of his employment or of 
work done is such employment; 
3. Any presents made by the employer. 
6. According to Section 2 (8) of the Payment of 
Gratuity Act. 1972 'Wages' means all emoluments 
which are earned by an employee while on duty or on 
leave in accordance with the terms and conditions of his 
employment and which are paid or are payable to him in 
cash and includes dearness allowance but does not 
include any bonus , commission house rent allowance, 
overtime wages and any other allowance. 
7. According to Section 2 (h) of the Minimum 
Wages Act. 1948 'Wages' means all remunerat ion, 
capable of being expressed in terms of money which 
would, if the terms of the contract of employment, 
express or implied were fulfilled, be capable to a person 
employed in respect of his employment, or of work done 
16 
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in s u c h employmen t and inc lude h o u s e r e n t a l lowance , 
b u t does no t inc lude-
1. The va lue of 
a) Any h o u s e accommoda t ion , supp ly of l ight water , 
medica l a t t e n d a n c e ; 
b) Any o the r ameni ty or any service excluded by 
gene ra l or specia l order of the a p p r o p r i a t e Govt. 
2. Any c o n t r i b u t i o n paid by the employer to any 
pens ion fund or provident fund or u n d e r any 
s c h e m e of social i n s u r a n c e ; 
3. Any t ravel l ing a l lowance or va lue of any t ravel l ing 
concess ion ; 
4. Any s u m paid to the p e r s o n to defray special 
e x p e n s e s en ta i led on h im by the n a t u r e of him by 
the n a t u r e of h is employment . 
5. Any g ra tu i ty payable on d i s c h a r g e . 
The ana ly s i s of t h i s sec t ion i n d i c a t e s t h a t the 
following e s s e n t i a l r e q u i r e m e n t s a re n e c e s s a r y for 
wages: -
1) Wages inc lude all r e m u n e r a t i o n paid to an 
employee inc lud ing h o u s e r e n t a l lowance; 
17 
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2) Wage m u s t be capab le of be ing exp re s sed in 
t e r m s of money, 
3) Wages become due when t h e r e is a con t r ac t 
be tween employer and employee . However, the 
c o n t r a c t may be expressed or impl ied, 
4) The t e rm and cond i t ions of c o n t r a c t m u s t be 
fulfilled, or he m u s t have done work a s s igned to 
h im u n d e r s u c h employment . 
But the t e rm "wages" does not i nc lude t he va lue of: -
A. Any h o u s e accommoda t ion , supp ly of water , l ight 
and medica l a t t e n d a n c e , or 
B. Any o the r ameni ty or service exc luded by genera l 
or specia l order of the a p p r o p r i a t e Govt. It does 
no t i nc lude any con t r i bu t ion to pens ion fund or 
any p a y m e n t u n d e r s cheme of social i n s u r a n c e , 
t ravel l ing a l lowance , s u m paid to defray special 
e x p e n s e s any gra tu i ty payab le on d i s cha rge . 
The t e rm 'wages ' h a s a compos i t e m e a n i n g which 
inc lude all r e m u n e r a t i o n and o the r p a y m e n t s payable to 
an employee , which are not express ly exc luded by the 
p rov is ions of the Act. 
18 
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From the statutory parts of the definition of wages 
in various enactments, a chemical analysis from the 
inclusive and exclusive part is that the term wages is a 
comprehensive one and includes a privilege or benefit 
which is capable of being estimated in terms of money. 
Only in the industrial dispute Act any 'travelling 
concession' is included in the definition of wages and 
not in any other statute and comes either expressly or 
impliedly under the exclusion part of the definition of 
ways. 
(B) Determination of Wages 
The study group for wage policy of the National 
Commission on Labour observed: 
**In determining the m.inimum. wage that a unit 
must pay, three factors need to be taken into 
account they are: 
1. The needs of the worker and his family 
2. Capacity to pay 
3. Standard of living of other social groups 
The recommendation of the 15^^ session of the 
Indian labour conference on this subject considered 
only the first of the three factors, excluded the 
19 
^ Chapter-1 
third entirely and allowed the second factor some 
scope in exceptional circumstances. They were 
based on the absolute as contrasted with relative to 
m.inimum wage fixing". 
It is submitted that the fixation of minimum wages 
should not be determined in relation to a unit , but with 
reference o the industry as a whole in the state in which 
minimum wages are to be fixed. There again different 
rates may be fixed for different paris of the State 
depending upon the cost of living index and other 
factors!. 
The minimum wages should provide not merely for 
bare sus tenance of life but for preservation of the 
efficiency of the worker by providing some measure of 
education, medical requirements and amenities. It 
should be determined by a judicious balance of different 
factors like human needs, family earning strength, cost 
of living and prevailing wage ra tes for similar work. 
Care should be taken to see that the wage economy of 
the area is not disturbed. It should be an all inclusive 
wage, that is, dearness allowance should from part of it. 
Chopra, D.S.: Industrial and labour reference, Ed. 1973 Pub. Calcutta Eastern law house p. 92 
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The m i n i m u m wage shou ld also be reg ional in c h a r a c t e r 
and shou ld cover skil led, semi-ski l led a n d unsk i l l ed 
worke r s . 
At t he 15^h sess ion of Ind ia Labour Conference, 
held a t New Delhi in J u l y 1957, an i m p o r t a n t 
Resolu t ion was p a s s e d and the following n o r m s were 
accep ted a s a guide for all wage fixing a u t h o r i t i e s 
inc lud ing m i n i m u m wage commi t t e e s , wage b o a r d s , 
ad jud ica to r s , e tc , : 
(i) In ca l cu la t ing the m i n i m u m wage the s t a n d a r d 
work ing c lass family s h o u l d be t a k e n to 
compr i se th ree c o n s u m p t i o n u n i t s for one 
e a r n e r , the e a r n i n g s of women, ch i ld ren and 
a d o l e s c e n t s being d i s r ega rded , 
(ii) Min imum food r e q u i r e m e n t s shou ld be 
ca l cu la t ed on the ba s i s of a ne t i n t a k e 2 ,700 
of calor ie; 
(iii) Clothing r e q u i r e m e n t s shou ld be e s t ima ted on 
the bas i s of a per cap i t a c o n s u m p t i o n of 18 
y a r d s per a h n u m , which would give for the 
average worker ' s family of four, a to ta l of 72 
y a r d s . 
21 
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(iv) In r e spec t of hous ing . The r e n t co r r e spond ing 
to t he m i n i m u m a r e a provided for u n d e r 
Governmen t Indus t r i a l , Hous ing Scheme 
shou ld be t a k e n in to c o n s i d e r a t i o n in fixing 
the m i n i m u m wages , 
(v) Fuel l ight ing and o the r m i s c e l l a n e o u s i t ems of 
e x p e n d i t u r e shou ld c o n s t i t u t e 20% of the to ta l 
m i n i m u m wage, 
(vi) Ch i ld ren ' s educa t ion , med ica l r e q u i r e m e n t s , 
m i n i m u m secre t ion i n c l u d i n g fest ivals / 
c e remon ies and provis ion for old age, mar r i age 
etc shou ld fur ther c o n s t i t u t e 25 p e r c e n t of the 
to ta l m i n i m u m wage2. 
The above s ix th g round was a d d e d by the Supreme 
Cour t in Workman Vs Rep takos Bre t t and Co Ltd., SCC 
2 7 1 . 
Unde r Sect ion 3 of t h e Act Min imum Wages Act, 
1948 the a p p r o p r i a t e government h a s been empowered 
to fix the m i n i m u m r a t e s of wages payab le to employees 
employed in t he schedu led e m p l o y m e n t s a n d in an 
employment added to e i ther pa r t - I or par t - I I of the 
Saxena, R.C. 'labour problem & social welfare' Ed. 16,2000 Pub. K. Nath & Co. Meerut p. 438 
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schedule by Notification U/S 27. Provided that the 
appropriate Govt, may in respect of employees employed 
in an employment specified in part II of the schedule, 
instead of fixing minimum rates of wages under this 
clause for the whole state, fix such rate for a part of the 
state or for any specified class or classes of such 
employment in- the whole state or part thereof. It simply 
means tha t in case of employment specified in part II of 
the schedule the minimum rates of wages needs not be 
fixed for the entire s tate . Part of the s ta te may be left 
out altogether. In case of employment specified in part 
I, the minimum wages must be fixed for the entire state, 
no part of the state being omitted. This does not mean 
that the rates, to be fixed should be uniform what is 
necessary is that minimum rates of wages should be 
fixed for every part of the state without omission. 
Section 3 (iv) expressly provides for the fixation of 
different minimum rates of wages for different localities. 
The approprate Govt, in the manner provided 
under this Act shall review at such interval at it may 
think fit, such intervals not exceeding 5 years, the 
minimum ra tes of wages so fixed and revise the 
23 
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m i n i m u m r a t e s , if neces sa ry . If t h e a p p r o p r i a t e Gowt. 
for any r e a s o n fails to review m i n i m u m r a t e s of wages 
fixed by it wi th in an in terval of 5 y e a r s , it may do so 
after the expiry of the said per iod of 5 y e a r s , if 
neces sa ry , a n d un t i l t he wages a re so revised the 
exis t ing m i n i m u m r a t e s before the expiry of 5 yea r s 
shal l be c o n t i n u e to be in forced. 
It h a s been provided u n d e r the provis ion of sec . 3 
(2) of the Minimum Wage Act t h a t t he a p p r o p r i a t e Govt, 
may fix: 
a) A m i n i m u m r a t e of wages for t ime work, 
he re ina f t e r referred to a s 'a m i n i m u m t ime ra te ' , 
b) A m i n i m u m ra te of wages for piece work, here in 
after referred to a s 'a m i n i m u m piece r a t e ' , 
c) A m i n i m u m ra t e of r e m u n e r a t i o n to apply in the 
ca se of employees employed on piece work for 
the p u r p o s e of s ecu r ing to s u c h employees a 
m i n i m u m r a t e of wages on a t ime work b a s i s , 
he re ina f t e r referred to a s a g u a r a n t e e d t ime 
r a t e ' . 
' Goswami, V.G. Labour & Industrial Law Ed. 8 (2004) Pub. Central Law Agency Allahabad p. 94. 
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d) A m i n i m u m r a t e , w h e t h e r a (time r a t e or a piece 
rate) 
To apply in s u b s t i t u t i o n , for t he m i n i m u m ra te 
which would o therwise be app l icab le , in r e spec t of over-
t ime work done by employees he re inaf te r referred to as 
"overt ime rate"'*. 
Sec. 3 (3) of the Minimum Wages Act fur ther 
provides t h a t in fixing or revis ing t he m i n i m u m r a t e s of 
wages u n d e r t h i s s e c : 
(A) Different m i n i m u m r a t e s of wages may be fixed 
for:-
i) Different s chedu led emp loymen t s ; 
ii) Different c l a s se s of work in t he s a m e schedu led 
employment , 
iii) Adul t s , ado l e scen t s ch i ld ren and a p p r e n t i c e s , 
iv) Different local i t ies . 
(B) Min imum r a t e of wages may be fixed by anyone or 
more of t he following wage pe r iods , namely : 
i) By the hou r , 
ii) By the day, 
iii) By the m o n t h , or 
^ Airfreight Ltd. Vs. State of Kamataka and other, 1999 SCC (L & S) 1185. 
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iv) By such other larger wage period as may be 
prescribed and where such ra tes are fixed by the 
day or by the months . The manner of calculating 
wages for a month or a day, as the care may be, 
may indicated: 
Provided that where any wage periods have been 
fixed U/S 4 of the Payment of Wages Act, 1936 
minimum wages shall be fixed on accordance there with. 
Thus the Minimum Wages Act undoubtedly confers 
authority upon the appropriate government to issue 
notification fixing and revising ra tes of minimum wages 
in respect of scheduled industr ies for the whole or part 
of the s tates . 
Wage Determination Under Various Market Models: 
As we known there are three important conditions of 
both factor and product market. There conditions are: 
(i) monopoly (ii) perfect competition, and (iii) imperfect 
competition or oligopoly. Permuting these conditions in 
both the markets we get nine models in which wage 
determination can be studied. However, such mental 
gymnastics is not necessary to be performed. We will 
Mbid 
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study when there is (i) monopoly in both the markets (ii) 
perfect competition in both markets , and (iii) imperfect 
competition in both the markets^, 
1. Wage Determiiiation when there is monopoly in 
the product market and monopsony in the factor 
(labour) market. 
An employer can be the sale producer of a specific 
product market . He can be a monopolist in buying the 
labour required to produce that product . This is said to 
be monopsony of factor market , better known s 
monopsony. When such condition exist it is clear that 
the employer will have an upper hand. He will not only 
charge a high price for his product (this exploiting the 
consumers) but he will pay less than the marginal 
productivity of labour. He will create artificial scarcity 
of goods in the market as also will not employ as many 
workers as he could. Thus, he will depress the wages if 
the workers have low mobility, are unorganized and 
there is no interference from the government, then the 
workers will have very low wages. The monopolist may 
' B.P. Tiyagi: Labour Economy and social welfare Ed. IX* (2004) Pub. Jay Prakash Nath, Co. Meerut 
p. 394 
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even pay discriminating wages to different categories of 
workers'^. 
2. Wage Determination when there is perfection in 
both the markets 
We have studied what perfect competition in 
product market means and what perfect competition in 
factor market means . On such conditions wages are 
determined by the forces of demand and supply. The 
demand for labour is a function of its productivity as 
also the demand for the product tha t the labour 
produces if the demand for the product is high, if the 
labour cannot be easily subst i tu ted with machines, than 
the demand for workers be high^. 
The supply of labour will depend upon their 
numbers as also upon their willingness to take up work. 
Other things remaining the same, the greater the 
supply, the lower the wages and higher the wages, the 
greater the supply. The supply of labour is determined 
by the mobility of worker, by their quality (education 
and health) by their motivation {work habi ts and ethics) 
' Ibid, 
' Ibid, P. 395 
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wages will be determined where the M.C. and M.R. 
(Marginal cost and marginal revenue) are equal. Each 
homogenous group of labour will have same wage rate. 
This wage rate will change when supply or demand 
conditions change. 
Collective bargaining cannot raise wages above this 
level. If they are lower than this level, then it can bring 
the wages upto theat level, if wages are above the 
equilibrium level unemployment will result , if wages are 
below the equilibriurn level unfilled vacancies will 
result . 
For an individual firm the equilibrium wages level 
is give. The form will only decide as how many workers 
it should employ on what wage (Just as the seller in 
perfect competition does)^. 
Wages Determination under Imperfect Competition -
In imperfect competition there are only a few sellers of a 
part icular type of commodity. The goods produced by 
there sellers are near subs t i tu tes of each other. In such 
conditions the wages may be determined by different 
industr ies in different manner. 
' Ibid, 
29 
Chapter-] 
Each industry may have its own collective 
bargaining with the representat ives of the worker's 
trade union. The wage level need not be the same in all 
industr ies . A leader may emerge who may set the wage 
determination pat tern. Other industr ies will have 
similar wage pat tern deviating slightly. In any case, it is 
quite possible that the wages paid to the workers (if the 
trade unions are absent) may be less than the marginal 
productivity t6 the workers but not as less as they 
would have been under monopoly^o. 
(C) Mode of wage determination 
Section 5 of the minimum wages Act, 1948 lays 
down procedure for fixing and revising the minimum 
rates of wages. It enunciates two methods for the 
purpose and the appropriate Govt, can follow either of 
the two methods, namely: 
1) It shall either appoint as many committees 
and sub-committees as it considers 
necessary to hold enquiries and advise it in 
respect of such fixation or revision, as the 
case may be, or 
10 Ibid, 
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2) It shall be notification in the official 
Gazette, publish its proposals for the 
information of persons likely to be affected 
thereby and specify a date not less than two 
months from the date of notification, on 
which the proposals will be taken into 
consideration. 
After considering the advise of the committee or 
committees appointed under clause (a) of sub-section 
(i), or as the case may be, all representa t ions received 
by it before th.e date specified in the notification in the 
official Gazette, fix or, as the case may be revise the 
minimum ra tes of wages in respect of each scheduled 
employment and unless such notification otherwise 
provides, it shall come into force on the expiry of three 
months form the date of its issue^^. 
Provided that where the appropriate Govt, proposes 
to revise the minimum rates of wages by the made 
specified in clause (b) of sub-sec (1) the appropriate 
Govt, shall consult the advisory board also for the 
purposes of co-coordinating the works of committees 
" Minimum wage Act Sec. 5 (2) 
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and s u b - c o m m i t t e e s so appo in t ed U / S 5 of the 
Min imum Wages Act, the a p p r o p r i a t e Govt, h a s to 
appoin t an advisory board . The advisory board is 
c o n s t i t u t e d to co-ord ina te the work of t he commi t t ees 
and s u b - c o m m i t t e e s and to advise the Govt, general ly in 
the m a t t e r of fixing and revis ing t he m i n i m u m r a t e s . 
However, in t h e ini t ia l fixation of m i n i m u m wages 
c o n s u l t a t i o n with t he advisory boa rd is no t compulsory . 
For the p u r p o s e s of advis ing boa rd t he cen t r a l and 
s t a t e g o v e r n m e n t s in the m a t t e r of f ixation a n d revision 
of m i n i m u m r a t e s of wages and o the r m a t t e r s u n d e r th i s 
Act and for coord ina t ing the works of t he advisory 
Boards t he cen t ra l Govt, sha l l a p p o i n t a cen t ra l 
advisory boa rd . T h u s , the cen t r a l advisory board is 
c o n s t i t u t e d by the cen t ra l Govt. U / S 8 of t he Minimum 
Wages Act, for the following p u r p o s e s : 
1) To advise the cen t ra l and s t a t e gove rnmen t s in 
t he m a t t e r s of fixation a n d revis ion of m i n i m u m 
r a t e s of wages , 
2) To advise on any m a t t e r s wi th in t he scope of th i s 
Act, 
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3) To Co-ordinate the work of the advisory 
boardsi2. 
The object of sec. 5 is to enable the government to 
collect date required for fixing the minimum wages, the 
committee appointed ,U/S 5 is only an advisory body 
and Govt, is not bound to accept any of its 
recommendations. The two different modes of fixing or 
revising the minimum wages sanctioned respectively by 
clauses (a) and (b) of sec. 5 are substant ial ly similar. In 
one, the committees hold enquires and advise in respect 
of the fixation or revision and the Govt, in the light of 
the advice, ultimately decides. In the other, the Govt, 
formulates it proposals, invites representa t ions and 
after consult ing the advisory boards, arrives at its 
division. Thus sec. 5 provides two modes of procedure 
for fixing and revising minimum wages and the primary 
object of both procedures is to enable the Govt, to reach 
a balanced conclusion with regard to fixation of M.W. 
Neither of there methods could be called more drastic 
than the other^^. 
'^  Minimum Wages Act, Sec. 7. 
" Janswant Rai Bed Vs. State of Punjab AIR 1958 Punj., 425 
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In Secunderbad club V/s s tate of Andhra 
Pradeshi4. Where the appellants challenged certain final 
notifications issued by the Govt, in exercise of power 
conferred U/S .3 (1) and 5 (2) of the Minimum Wages Act 
on the grounds that sec. 5 of the Act was ultravires of 
the consti tut ion, that an opportunity of hearing was not 
given to the employer before issuance of the final 
notification, tha t constitution of advisory board U/S 7 
of the Act was not in consonance with sec.9 and the 
advisory board failed to discharge its duties , tha t the 
provision of the Act could not be extended to those 
scheduled employments the employees of which could 
form organizations for bargaining their wages, and the 
Govt, could not fixed higher ra tes of M.W than those 
prescribed in the draft notification. 
Rejecting the contentions of the appellants and 
dismissing the writ appeals, the court observed that in 
respect of the present of case, it cannot be denied that 
there was material in the form of notification issued 
earlier in respect of same scheduled employment, it can 
not therefore, be said that the procedure followed by the 
'" 1997 (1) IL] 434 
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Govt. In issuing draft notification, calling and 
objections from the employers and employees and 
appointing advisory committee is not proper and is in 
any way contrary to sec.5 (1) of the Act. It has to be 
noticed by the supreme court in Bijay Cotton fuills Ltd. 
V/S state of Ajmer, 1955 (1) LLJ. 129 (S.C.) and Ms. B.Y 
Kshatriya V/S S.A.T.B. Kamgar Union 1962 (2) [1] 736 
(S.C.) 
Sec. 10 empowers the appropriate Govt, to correct 
clerical or arithmetical mistakes in any order fixing or 
revising minimum rates of wages V/S under this Act or 
errors arising from any accidental slips or omission by 
notification in of the official Gazette. Every such 
notification shall be placed before the advisory board 
for information. 
Difficulties in fixing a minimum wage but the 
practicability of fixing'a minimum wage is not so simple 
as it seems to be what is a minimum wage? How should 
it be determined in the case of various centers and in 
various industr ies? What machinery Should be 
established to enforce if? Should there be minimum 
wages separately for male and female workers? There 
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are some of the questions which arise in the discussion 
of the problem therefore, certain principles have to be 
followed in coming to the conclusion about a minimum 
wage. 
The labourers • have always demanded that 
minimum wages must be based on a nat ional s tandard 
of living. The employers, on the other hand, always put 
forward the various theories of wages and also raise the 
salogan that the wages must be paid according to the 
capacity of the industry to pay. Hence, the difficulty at 
arises as regards the object of fixing a minimum wage. 
We may say tha t the object should be to ensure for the 
workers a living or subsistence wage which may be 
called j u s t and fair. But the question arises as to what 
is a j u s t and fair wage. It is not possible to define 
just ice . We can only say as to what is j u s t and what is 
not, from a relative point of view. A minimum wage, 
similarly, would depend upon conditions, at different 
places, and there can not be such a thing as a definite 
jus t wage, it may differ from place according to local 
conditions, climate, fictions and habi ts of the people, 
etc, etc; in general we can say that the object of a 
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minimum wage com be best achieved, if it is declared at 
first on the basic of minimum requirement of food 
clothing and shelter for a human-being and then it may 
be fixed according to different occupations, grades and 
local conditions. In Australia, a minimum wage has 
been defined as a wage sufficient to enable a worker to 
live in reasonable comfort having regard to all 
obligations to which an average worker would be 
ordinarily subject. 
Besides, a minimum wage must include the cost of 
maintaining the members of worker 's family also. A 
reasonable s tandard of civilized life is to be provided for 
the worker as well as his family. In this connection the 
difficult is to determine the average size of a family. In 
India, five members are generally regarded as the 
average size of a family. But the labour conference while 
fixing the norms about minimum wages in 1957 decided 
that the s tandard working class family should be taken 
to comprise three consumption uni t s for one earner. 
Another problem is the question of determining the 
cost of living with reference to the prices for fixing a 
minimum wage. Cost of living index numbers have to be 
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prepared from time, to time, and the minimum wages 
have to be adjusted accordingly then, there is also the 
need to evolve an efficient wage fixing a machinery 
should be it be a central machinery of s tate or local? 
The most desirable thing seems to be that the main 
principle should be laid down by the central Govt., and 
the details may be filled in by the s tate Govt, according 
to local conditions. 
From the s tatutory par ts of the definition of wages 
in various enactments , a chemical analysis from the 
inclusive and exclusive part is tha t the term wages is a 
comprehensive one and includes a privilege or benefit 
which is capable of being estimated in terms of money. 
Only in the Industrial Dispute Act, any travelling 
concession is include in the definition of wage and not 
in any other s ta tu te and comes either expressly or 
impliedly under the exclusion part of the definition of 
the wage. 
For the determination of minimum wage, minimum 
wages Act undoubtedly confers authori ty upon the 
appropriate Govt, to issue wage in respect of scheduled 
industr ies for the whole or part of the s tate and Section 
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5 of the minimum wages Act lays down procedure for 
fixing and revising the minimum rates of wage either by 
appoint on committees and sub committees in respect of 
such fixation and revision, as the case may be or by the 
notification of official Gazette. 
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CHAPTER-2 
*THE THEORIES OF WAGES' 
Theories of wages are nothing bu t a series of 
systematic a t tempts to explain what does determine the 
level of wage. They portray picture on the diagram of the 
way in which wages as the price of labour power are 
connected with other prices and other economic 
quant i t ies . For almost two countries how they have been 
developed and have had to be built out of a highly 
simplified picture of the real world, sketching onl)'' the 
broad out lines of the more obvious features, on the 
basic of general knowledge or else of interference as to 
the general shape which things have^. 
Wage theory has gone through three stages of 
development since the middle ages, as detailed below: -
The "Just Wage" of the Middle ages-
The first was the medieval period of church 
domination, with the doctrine of the "Jus t Price" which 
meant inveality a ju s t wage, whether for the trader on 
the craftsman; it was that price of his wares which 
would enable him to maintain himself and his family 
' Dobb, M.H., Theories of Wages 'Wage' 100 (1946) 
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according to their established position in the 
community. The jus t price was concocted by churchmen 
and given a moral flavour to support the s ta tus it is a 
relic of a static society, from which both intellectual 
and na tura l progress were absent, and it might seem to 
be merely historical interest, nevertheless, there are 
vestigial r emnan ts of the jus t wage in some of the more 
advanced societies of modern time. The allowances and 
privileges enjoyed by certainroy and privileged class of 
families in the society are ins tances explaining their 
existence even todays, 
I. The classical theories of wage 
(a) Adam smith's Theory - In fact, the ' Jus t Price' of 
the middle age was a wage concept and it was not until 
the classical economists that there was anything which 
could properly be termed a theory of wages. It was with 
the publication of Adam Smith's "wealth of Nations" in 
17763 tha t the period of classical economics providing a 
sence of theories began and came through the 19^^ 
century. Smith formulated the labour theory of value of 
quote him **The full value of any commodity...to the 
^ Phels, O.W.: Introduction to Labour Economic 90 (1950) 
' Smith: Wealth of Nations, P. 30,66-80,100-109 
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person who possesses it, and who means not to use or 
consume it himself but to exchange it for other 
commodities, is equal to the quantity of labour which it 
enables him to purchase or command. Labour, therefore 
is the real measure of the exchangeable value of all 
commodities... . labour was the first price, the original 
purchase money that was paid for all things". He stated 
that the real price of everything is "the toil and trouble 
of acquiring it. What is bought with money or with 
goods is purchased by labour, as much as what we 
acquire by the toil of our own body tha t money of these 
goods indeed save up his toil". It was his theory of value 
which formed the central point in the most explosive 
social doctrine of Kart Marx. 
Smith enquires into the question what is not 
determined the outcome of the bargain over the division 
of the product "between two part ies (masters & 
workmen) whose interests are by no means the same. 
The workmen desire to get as much, the masters to give 
as little as possible. The former are disposed to combine 
in order to raise the latter in order to lower the wages of labour... 
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The masters being fewer in number can combine 
much more easily. In all such disputes the master can 
hold out much larger..." This would suggest that 
masters who enjoy better position keep wages own to 
the minimum possible level. Adam Smith next considers 
this minimum "level and suggest that "in order to bring 
up a family the labour of the husband and wife together 
must , even in the lowest species of common labour, be 
able to earn something more than what is precisely 
necessary for their own maintenance'^. 
Smith lists five principal c i rcumstances arising 
form the na ture of the employments themselves ' which 
bring about differences in the pecuriary gain in same 
employments and counter balance a great one in others. 
These are "(i) the wAges of labour vary with the ease or 
hardship the cleanliness or dir t iness, the 
honourableness or dishourableness of the employment 
(ii) the wages of labour vary with the easiness and 
cheapness or the difficulty and expense of learning the 
business; (iii) the wages of labour in different occupation vary 
with the constancy or inconstancy of employment (iv) the wages 
of labour vary according to the small or great t rus t which 
' Ibid, 
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must be repo&ed in the workmen and (v) the wages of 
labour indifferent employments vary according to the 
probability or improbability of success in them". 
Smith did not explain why these circumstances 
would move employers to raise the wages of the 
workman, or improve the lat ters bargaining position. In 
practice conditions never are such as those assumed by 
Smith himself, pointed out, all man may not be 
'perfectly free to choose' their occupations. 
(b) The Subsistence theory of Wages-
This theory is originated from the physiocratic 
school of the French economists and was commonly 
accepted during the IQ h^ century. The German 
economists Lassalle, called it the iron law of wages or 
the Brozen law of the wages. Kart Marx made it the 
basis of his theory of exploitation. Ricardo's name is 
also associated with this theory al though he did not 
agree entirely with it^. 
Really speaking there is bargain between the 
capitalist and the workers over the division of product. 
Interest of these two part ies are by no means the same. 
^ Tiyagi, B.P. Labour Economic and social Welfare Ed. IX* (2004) Pub. Jay Prakash Nath, Co. Meerut 
p. 382 
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The men desire to get as much and the master to give as 
little as possible. Both try to combine together to 
improve the bargain each in his favour. In disputes with 
their workmen masters must generally have advantage. 
This would suggest that wages usually tend to be kept 
down to the minimum possible level. Subsistence theory 
of wages is linked to the nation of population^. 
According to this theory wages tend to settle at the 
level ju s t sufficient to maintain the workers and his 
family at the minimum subsistence level if wages rise 
above the subsis tence level, the workers are encouraged 
to marry and to have large families. The large supply of 
labour brings wages down to the subsis tence level if 
wages fell below this level marriages and bir ths are 
discouraged and under nourishment increases the death 
rate. Ultimately labour supply is decreased, and the 
wages again rise to the subsistence level^. 
This theories has been criticized on various 
grounds namely: 
1. In backward countries, wages no doubt are to be 
* Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad p. 79 
' Supra at Note- 5 
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found at or near the subsistence level. But the theory 
does not apply to advanced countries like England & 
America. The theory evidently is based on the 
Malthusian theory of population. But it is wrong to say 
that every increase in wages rate must in evitable be 
followed by an increase in birth rate . An increase in 
wages may be followed by a higher s tandard of living 
which in tu rn influences the wage level. 
Ricardo, one of the exponents of the theory, 
stressed the influence of custom and habit in 
determining what was "necessary" for the workers. But 
habits and custom were change overtime. Hence, the 
theory can hold good for only a limited period of time 
and cannot be true of all t imes. Especially of a world 
characterized by fast changing habi ts , Ricardo, 
therefore, admitted that wages might rise above the 
subsistence level "for an indefinite period in an 
improving society". 
2. Secondly the subsistence level is more or less 
uniform for all working classes with certain exceptions. 
The theory thus does not explain differences of wages in 
different employments. 
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3. Thirdly it may be said that the theory wages only 
with reference to supply, the demand side is entirely 
ignored. Moreover the fund amental weakness of the 
subsis tence theory lies in its long-term character . It 
explain the adjustment of wages over the lifetime of a 
generation and does not explain wage fluctuations from 
year to year. As such it has little practical value^. 
(c) The Standard of Living theory of Wages 
Late in the 19h century, a modified form of the 
subsistence theory was propounded by some writers, 
which may be called as the s tandard of living theory of 
wages according to this theory, the wages are 
determined not by subsistence level but by the s tandard 
of living to which a class of labourers becomes 
habi tuated. There is some t ru th in this modified theory, 
because the workers generally do not accept wages 
below their s tandard of living and high s tandard of 
living also increases their efficiency and hence, wages, 
in many countr ies workers through their organization, 
with hold their supply so that wages may not fall below 
their s tandard of living, however, the effect of the 
' Dewett, K.K.: Modem Economy Theory, Ed. 18 (2003) Pub. S. Chand & Company Ltd. p. 255 
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s tandard of living on wages is only indirect because 
workers can not get higher wages simply by raising their 
s tandard of living, until they also raise their marginal 
productivity. The theory also does not take the demand 
side into consideration^. 
(d) The wage Fund Theory 
This theory is associated with the name of J .S . Mill 
"Wages" wrote Mill, "depend upon the demand and 
supply of labour, or as it is often expressed, on the 
proportion between population and capital. By 
population is here meant the number only of the 
laboring classes or rather of those who work for hire, 
and by capital, only circulating capital and not even the 
whole of tha t but the part which is expended on the 
direct purchase of labour; Mill asser ted "wages not 
depend upon the relative amount of capital and 
population but cannot under the rule of competition be 
affected by anything else"io. 
This is what the called wage-fund Mill took it to 
imply that if a legal minimum wages were to raise wages 
in one industry the result must be either to cause 
' Saxena R.C: Labour Problems & Social Welfare Ed. 16 Pub.. K. Nath &. Co. Meerut p. 411 
"* Tiyagi, B.P. "Labour Economics & Social Welfare," Ed. IXth (2004) Pub. Jay Prakash Nath, Co., Memit p.385 
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unemployment or lower wages elsewhere, this view that 
wages were limited by capital was called by Marshall the 
Vulgar form of the wage fund theory^ i. 
According to this theory, therefore, wages 
depended upon two quanti t ies , viz, (i) the wage fund or 
the circulating capital set aside for the purchase of 
labour and (ii) the number of labourers seeking 
employment. Hence, the level of wages can be 
ascertained by means of a simple arithmetical 
operation, by dividing the wages fund by the number of 
workers. In other words, wages vary directly as the 
quantity of capital and inversely as the number of 
workersi2. 
Wages, t hus , cannot rise unless either the wage 
fund increases or the number of workers decreases but 
since the theory takes the wage funds fixed, wages 
could rise only by a reduction in the number of workers. 
It would appear, therefore, that according to this theory 
efforts of t rade union to raise wages would prove full. If 
they succeeded in raising wages in one trade, it can 
only be at the expense of another, since the wage fund 
" Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad p. 80 
'^  Dewett, K.K.: Modem Economy Theory, Ed. 18 (2003) Pub. S. Chand & Company Ltd p. 257 
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is fixed and the trade unions have no control over 
population, accordingly to this theory, therefore, trade 
unions cannot raise wages for the labour class as a 
whole. The exponents of this theory explain tha t wages 
cannot be generally higher than the normal rate without 
utilizing same of the funds tha t are necessary to 
purchase raw materials and other items of expenditure 
such a condition tends to drive capital out of an 
industry and thus , automatically reduces amount 
available for wages available for wages^^. 
This theory was ' criticized on many grounds by 
Thornton, Jevons and others, and J .S . Mill himself 
revised it in his second editions. It has been pointed out 
that it does not place sufficient emphasis on the 
tendency of entrpreneues to balance labour casts 
against other costs. Secondlv - It is wrong to think that 
wage fund is fixed. It is in fact elastic and varies 
according to business prospects and labour 
productivity. Thirdly - It is not correct to say that 
labour supply is fixed. When wages are high, workers 
appear who would otherwise remain idle. Fourthly- It 
does not tell u s about sources of wage fund and method 
" Ibid, 
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of its est imation. Lastly. It a s sumes a degree of 
antagonism between labour and capital as it points out 
that wages can increase only at the cost of profits. But 
it is not necessarily so as during period of boom, both 
wages and profits can go upi'*. 
(e) Residual Claimant Theory 
Another theory of wages has been advanced by the 
American Economist Walker, which is known as 
Residual Claimant theory of wages. According to this 
theory, the labourers are paid what if left after making 
payments to other factors of production in the form of 
rent interests and profits. Rents, interest and profits, 
according to Walker, are determined by definite law but 
as there is no specific law by which wages are 
determined, the workers get their what remains after 
payment of rent interest and profits, therefore, if an 
account of greater efficiency the national dividend it is 
increased, the wages may also increase ' s . 
This theory has certain obvious defects. It does not 
explain how trade unions are able to raise wages. 
Besides, wages are generally fixed even before 
" Ibid, 
" Supra at Note 9 
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production takes place and the residual claimant is not 
the worker but the entrepreneur then, if rent, interest 
and profits can be explained by definite laws, as walker 
says there is no reasons why wages also cannot be 
similarly explained. Further the theory is criticized on 
the ground that it ignores influence of supply of labour 
on wages. 
II. New classical Theories of Wages 
The modern period wage theories began with the 
formation of the Austrian School of Economics and its 
development of the neoclassical doctrine of marginalize. 
(a) The marginal productivity theory of wages-
It was a direct out growth of this intellectual 
movement and dominated sound economist though from 
the theory represents on approach to the problem of 
wages from demand side. It hold that labour market is 
in equilibrium when price at which labour is hired is 
equal, at the margin to its demand price, wages are 
thus determined in accordance with marginal 
productivity of labour which varies directly with the 
tools it has to work with. Marginal productivity is 
defined as the additional product, result ing from using 
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an additional uni t of labour together with a constant 
amount of other factors of production. It is held that 
employers go on employing more and more uni ts of 
labour as long as the net product of labour is greater 
than the rate of wages payable. It assume that a point 
will came when the value of increase on the product due 
to employment of a given unit of labour is marginal one 
and its ra tes of wages will settle wage rate payable to 
other. To put it in other way marginal productivity 
provides the basis for a adjustment of wages from time 
to time. The marginal worker is marginal in the sence 
that his employment at existing prices and wages 
completes supply of labour for a given employer as he 
cannot go beyond this limit of engaging labour in his 
economic interest . The general level of wages in the long 
period is as such determined by capital labour ratio. If 
capital investment is high, relative to the number 
employed, the wage will be high, if capital investment is 
low, there will be limited equipment for workers to use 
productivity will be low and the wage which comes out 
of product can only be small. 
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This theory has also been criticised on many 
grounds. It fails to take account of the influences acting 
upon the supply side. A wage is not merely a price paid 
for a factor, it is also the income of a labourer and as 
such reacts upon his efficiency wages mus t not only be 
equal to the marginal product of the lanbourer , they 
must also be adequate to enough to support his 
s tandard of living. If the wages do not cover the 
s tandard of the living of the workers, then either the 
s tandard of living will be lowered, and his efficiency will 
be reduced or the birth rate will decline^^. 
The supply of labour in such cases will be less and 
wages would tend to rise. Besides the theory assumes 
the conditions of perfect competition. In actual life, 
however, we find that workers also combine together 
and through t rade unions, control the supply and get 
their wages raised. The theory also assumes that it is 
possible to very the employment of a single unit , while 
other factors remain unchanged. But tha t is also not 
the case in actual life, because addition to other factors 
may be necessary if the employment of labour is to be 
increased by a single unit besides the theory also 
" Saxena R.C: Labour Problems & Social Welfare Ed. 16 (1996) Pub.. K. Nath & Co. Meerut p. 413 
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a s s u m e s t h a t the u n i t s of l abou r a re of t he same 
efficiency. If l abour is not h e m o g e n o u s , s t r ic t ly 
speak ing , it h a s no marg ina l product^'^. 
T h u s , va r ious objec t ions have been r a i sed to th i s 
theory of m a r g i n a l product iv i ty , b u t m a n y of t hem seam 
to be hypo the t i ca l only, and the ma in cr i t ic i sm of the 
theory is t h a t it does not t ake the supp ly s ide and the 
s t a n d a r d of living of the worke r s into a c c o u n t in the 
d e t e r m i n a t i o n of wages , and it a s s u m e s cond i t ions of 
perfect compet i t ion which do not a lways p r e v a i l s . 
(b) C o s t of P r o d u c t i o n T h e o r y 
Ricardo is often quoted a s an exponen t of 
s u b s i s t e n c e theory in i ts rigid form. He says t h a t 
n a t u r a l pr ice of l abour d e p e n d s u p o n the pr ice of the 
food, n e c e s s a r i e s convenience , r equ i red for the s u p p o r t 
of l a b o u r e r and h i s family. With a r i se in the price of 
the food and n e c e s s a r i e s , the n a t u r a l pr ice of l abour 
will r i se , wi th the fall in the i r pr ice t he n a t u r a l price of 
l abour will fall t h i s is b e c a u s e the power of l abou re r to 
s u p p o r t himself, and the family which may be n e c e s s a r y 
to keep u p the nurnber of l a b o u r e r s , does no t depend 
'^  Supra at Note 16 /^fhC 7<=K-. n ^ ^ * 
"Ibid 416 / Y - ^ - ^ ^ ^ ^ ^ \ 
^X,km »*•. ..— If 
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upon the quanti ty of money which he receive for wages 
but quanti ty of food necessaries, and conveniences 
which become essential to him from habit which that 
money will purchage thus we have a cost of production 
theory of labouri^. 
This theory has been criticized by saying that so 
for as habi ts are concerned different habi t s of living are 
to be found in the some climatic conditions in the same 
country. However, natura l price of labour vary from 
place to place, Ricardo observes that the na tura l price 
of labour estimated even in the food and necessaries is 
not absolutely fixed and constant . It varies at different 
times in the same country and very materially differs in 
different countr ies it essentially depends on the habits , 
and customs of the people. Ricardo emphasizes that the 
market price of labour is determined by the proportion 
of the supply to the demand^o. 
(c) Kalecki's Theory of Wages 
The polish economist. Dr. M, Kalecki, cart tended 
jus t before the second war that it was the sum of the 
expenditures of the capitalist class (both investment as 
"Supra at Note-11 
^"Ibid. 
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well as private consumption expenditures) that 
determined the size of capitalists income (Profits and 
interest): wages then appeared as a residual the level of 
real wages depending on what was left out of the total 
product after capitalist class had its cut. The theory, 
and in so far as it made wages depend on what was left 
over after profit and interest had exacted their share, it 
was nothing but reminiscent of a Adam Smith's 
deduction theory. His other theory of determination of 
relation between profit and wages (distribution of net 
product) explains the share of wages in the total 
product as varying inversely with the degree of 
monopoly, which is virtually defined as the ration of 
value of out put to the wage cost of tha t out put. It 
implies tha t a growth of such ins t i tu t ions as carotels 
will tend to increase the share of profits and decrease 
the share of wages in the national product and that the 
share of wages is likely to be smaller other things being 
equal in an age of monopoly capitalism than it was 
when completion was fairly wide spreads i. 
'^ Part I: Kalkecki: Essays in the theory of economic fluctuation 
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(d) Wage theory of Keynes 
There are three essential idea in the Keynesian 
wage policy, viz (i) a national wage policy (ii) a stable 
(rigid) money wage level in the short run, and (iii) a 
rising money wage level in the big run . According to 
Keynes a national wage policy might originate in either 
of two way supervision or cooperation, supervision 
would mean an administered wage policy and the agency 
to administer it is the central government. A national 
wage policy may also be evolved through employer 
employee cooperation. While the former is feasible only 
in peacetime the latter is possible but as Dunlop says at 
the risk of jeopardishing the stability of the wages in 
the short run . Even with on administered programe, the 
proplem of stable wage level in the short run has been 
regarded with apprehension. The Keynesian wage 
analysis is in fact, part of a general programme for 
preservation of continues full employment. 
(e) Supply and demand theory of wages 
The modern theory of wages applies to labour the 
fundamental principle of determination of value of good 
and mainta ins that wages depends on the relation 
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between demand for and supply of labour, subject to 
certain reservation necessitated by the peculiarities of 
labour the demand for labour like other factor of 
production is a derived one. The demand price of labour 
as in case marginal productivity theory, is determined 
by its marginal productivity which depend not only it 
one productivity but also on productivity relative to that 
of land and capital. In fact, it is not the demand for 
labour tha t mat ters but the elasticity of demand for 
labour which depend on the elasticity of demand for its 
product, the more elastic is the demand for the product, 
the more elastic is the demand for the labour which 
makes the products the elasticity of demand for labour 
in the percentage increase in the number of workers 
employed as the wage rate falls by 1% this elasticity 
demand, among other factor on the degree of 
subst i tut ion between labour and other factor services. 
The supply of labour means the number of workers 
that would offer them selves for employment at each 
possible wage rate. The relationship between wage and 
the quanti ty of labour is a direct one and hence the 
supply curve of labour slopes upwards from left to right. 
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This labour supply however, depends on a number of 
factor like the "rather of population growth, the age and 
sex of distr ibution of population, the working houre the 
normal period of education and training, labour lows 
regarding employment of women and child labour, the 
at t i tude of society towards employment of women and 
child labour, the at t i tude of labour in general towards 
work and leisure, and labour mobility22. 
The supply of labour at any given time is more or 
less, given and depends both on its quanti ty and 
quality. It is the s tandard of living tha t effects labour 
supply, thus , there are two limits within which wages in 
practice obtain, Viz, supper limit as determined by 
marginal productivity of labour to employer and lower 
limit as determined by the s tandard of living of a 
worker. This two forces of supply and demands act and 
react upon each other to come to equilibrium. 
Interaction of the force determines wages. In the long 
run, level of wages tend of that point at which marginal 
productivity is equal to supply price of the worker at as 
determined by his s tandard of life wage at any 
22 
Dewett, K.IC.: Modem Economy Theory, Ed. 18 (2003) pub S. Chand & Company Ltd. p. 260 
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movement on the other hand, are determined by 
marginal productivity of labour to employer23. 
The wages ra ther in an industry will be determined 
at a point where the demand for labour equals its 
supply. While a wage rate above equilibrium rate will 
induce more workers to offer them selves for 
employment and the firm would be induce to cut down 
employment a fall in the wage level below equilibrium 
would lead to exodus of workers from the industry and 
the firm in a bid to stop this would offer higher wages 
and the equilibrium level of wages would restored. The 
equilibrium point for the firm is where marginal revenue 
productivity curve cuts the horizontal supply curve of 
labour24. 
The theories regarding wages may have some value 
in certain specified condition. They are in adequate as a 
general theory applicable in a c i rcumstances . These the 
criterion determining wage s t ruc ture may vary from 
circumstances to c i rcumstances . All the theories 
indicated above represent half t ru th . As a matter of 
fact, the wages are determined after various 
" Ibid, 
^"ibid, 
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consideration, viz; efficiency of labour, qualification 
training, technological knowledge, availability of labour 
in the market , competition among the employers and 
workers, collective bargaining and the policy of state, 
price level of necessaries , etc. In the present day times 
with the advent of social welfare s tate , the last factor is 
more important so far as the minimum wages are 
concerned. The capitalist are in a better position than 
the workers. If capitalists are organized they are 
exploiting the labour as for as possible, by lowering 
down the wage level. In such c i rcumstances , the state 
intervention is always need in order to provide social 
security to the. bread winners who are in worst possible 
condition in under developed countr ies . It may not be 
out of place to say that minimum wages Act was passed 
for the improvement of the economic conditions of the 
working people in industr ies in our country. 
III. Role Of The Theories In Determination Of Wages 
We have pointed out the above theories of wages in 
brief, in order, to emphasise that there is no complete 
and concrete theory of wages and hence the 
determination of wages policy in any country is not an 
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easy task. With the coming of socialistic ideas and the 
concept of welfare state, the determination of wages is 
now looked upon from on entirely different angle than 
thought of earlier writers. The workers are no longer 
regarded as a mere factor of production, the price of 
which has to be determined by the forces of demand and 
supply. The contract of employment is now changing 
into a contract of par tnership . The productivity of 
labour, the bargaining capacity of the workers, the 
Government legislations and intervention, the role of 
economic development, national income, cost of living, 
the capacity of industry to pay, the requirements of 
social jus t ice , the employer's consumption and 
investment and his degree of monopoly, etc, now 
influence the policy in most of the countr ies and in a 
developing economy of a country like India, the 
determination of a sound and correct wage policy has 
been a serious problem. The t r ibunals and wage boards 
have generally followed the principles laid down in the 
fair wages committee's report in fixing wages in India, 
and 'norms ' have been evolved in fixing minimum 
wages25. 
" Saxena R.C: Labour Problems & Social Welfare Ed. 16 (1996) Pub.. K. Nath & Co. Meerut p. 416 
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On the basis of the foregoing description of various 
theories of wages, it is clear tha t there is no complete 
universally acceptable and correct theory of wages and 
hence, the determination of wage policy in any country 
is not an easy ask, Before state regulation of wages, 
there was neither bargaining nor collective bargaining 
and the wage ra tes were determined by the employers 
and the workers had to work on those wages if they 
linked. The wage problem has been tackled in different 
countries on different basis, depending upon varying 
economic, social and political circumstances^^. 
Keeping in view the theories briefly discussed 
above, it may be pointed out tha t wages are share of 
labour out of the total production in lieu of contribution 
of labour to the process of production. All the theories 
indicated above represent half t ru th . As a matter of 
fact, the wages are determined after various 
consideration, viz, efficiency of labour, qualification, 
training, technological knowledge, availability of labour 
in the market competition among the employees and 
workers, collective bargaining and policy of s tate, price 
level of necessar ies , etc. In the present day times with 
26 Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad p. 81 
64 
Chapter-2 
the advent of social welfare state the last factor is more 
important so far as the minimum wages are concerned. 
The capital ists are in a better position than the 
workers. If capital ists are organized they exploiting the 
labour as far as possible, by lowering down the wage 
level. In such circumstances, the state intervention is 
always needed in order to provide social security to the 
breadwinners who are in worst possible conditions in 
under of place to say that minimum wages act was 
passed for the improvement of the economic conditions 
of the working people in indust r ies in our country27. 
"Ibid, 
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CHAPTER-3 
CLASSIFICATION OF WAGES 
The term minimum wages has not been defined 
under the provision of the Minimum Wages Act, 1948 
presumably because it would not be possible to lay 
down a uniform minimum wage for all industr ies 
through out the country on account of different and 
varying conditions prevailing from industry to industry 
and from one party country to another . The legislature 
also thought it inexpedient to apply the Act to all 
industr ies at a time. In • order to under stand the 
concept of minimum wage. It would be desirable to 
know the meaning as such. Wage is a remunerat ion to 
labour for the work done or the service rendered by it to 
the employer. Of all the problems tha t face the worker 
tha t of wage is the most vital and important to him^. 
The Fair Wages Committee, formulated the concept 
of living wages, fair wages and minimum wages. The 
Fair Wages Committee Report published by the Govt, of 
India in 1949 has been broadly approved by the 
Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad p. 98 
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Supreme Court in Express News Paper (p) Ltd v / s Union 
of India and s tandard Vacuum Refining Co. of India V/s 
Its Workmen living wage i.e. at the apex a political aim 
and in view of the level of national income a dis tant goal 
to be achieved in the course of years , at bottom is the 
minimum wages which must provide not merely for the 
bare sus tenance of life but for the preservation of 
efficiency of worker. For this purpose, minimum wage 
must also provide for some measure of education, 
medical requirements and amenit ies. On the basis of 
decided cases the concept of minimum wages may be 
simplified. As a mater of fact, there are three concepts 
in this regard, i.e. living wage, fair wage and minimum 
wage. It would be desirable to d iscuss these concepts in 
some details in order to bring out the clear meaning of 
the concept of minimum wage. 
(A) Living wages 
The term living wage has not been defined under 
the provision of the Minimum Wages Act. However, "an 
instance of s tatutory definition of living wage is 
provided in South Australian Act 1912 which s ta tes the 
living wage" means a sum sufficient for the normal and 
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reasonable needs of the average employee living in a 
locality where the worker under consideration is done or 
is to be done". In the famous Harvester case, The 
Commonwealth Arbitration Court has visualized a living 
wage as a sum which is adequate to satisfy the normal 
needs of the average employee regarded as human being 
in a civilized community. 
The living wage, according to the Committee on 
Fair Wage represented the higher level of wage and, 
naturally, it would include all amenities which a citizen 
living in modern civilized society is entitled to when the 
economy of the country is sufficiently advanced and the 
employer is able to meet the expending aspirat ions of 
his workers. As the traditional doctrine interprets it, 
living wages as is "a will" the wish which floats a little 
further ahead an arm's length out of reach. It pursui t 
belongs to the same category as "sparing the circle"2. 
In Hindustan Time Ltd. V/S Their workman3 K.C. 
Das Gupta J . wistfully observed: "While the industr ial 
adjudication will be happy to fix a wage s t ruc ture which 
^ The fair wages committee's reports 1949. 
' AIR 1963 S.C. 1332 
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would give the workmen generally a living wage, 
economic consideration make that only a dream for 
f u t u r e , t h a t is why t h e i n d u s t r i a l t r i b u n a l s in t h i s 
country generally confine their horizon to the target of 
fixing a fair wage". 
In a latter case viz, All India Reserve Bank 
Employee Association V/S Reserve Bank of India'*. In 
the same strain, HidayatuUah J . remarked. 
"Our political aim is living wage" though in actual 
practice living wage has been an ideal which has eluded 
our efforts like an ever receding horizon and will so 
remain for some time to came. Our general wage 
s t ructure has at best reached the lower levels of fair 
wage though some employer are paying higher wage 
then the general average". 
Chief Jus t ice Subha Rao, In Hindustan Antibiotic 
Ltd. V/S Their Workman^, has however struck an 
optimistic rote their prosperity in the country would 
help to improve the conditions of labour and "the 
s tandard of life of the labour can be progressively raised 
^(1965)IILLJ175(190)S.C. 
' (1967) I-LLJ 114 (120) (S.C.) 
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from the s tate of minimum wage. Passing through need 
found wage fair to living wage". 
Directive Principles enshrined in the consti tution 
make it the duty of the state to strive and secure living 
wage for the working class. This however cannot be 
achieved at one stroke for, the interes ts of the industry 
and its survival is an important as the bet terment of the 
s tandard of living of the working class. All the same 
unless there is a cont inuous and progressive trend 
towards securing better living conditions for labour 
which would , necessarily in its turn cell for a 
determination of progressive higher minimum wage. It is 
only likely tha t the gole may never be reached. 
It has been again remarked by the Supreme Court 
in Workmen Vs Reptakes Brett and Co. Ltd^. that a 
living wage has been promised to the workers under the 
consti tution. A 'socialists ' framework to enable working 
people a decent s tandard of life, has further been 
promised by the 42"^ amendment . The workers are 
hopefully looking forward to achieve the said ideal. The 
promises are piling up but the day of fulfillment is 
1992 sec (L&S) 271 
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nowhere is sight. Industr ial wage looked as whole has 
not yet risen higher than the leave the minimum wage. 
In short , the living wage is a political ideal to be 
achieved and it means and includes salary, pay or 
remunerat ion for the work done, which is quite 
essential for providing necessaries of life, such as food 
cloth and shelter including maintenance of health, 
education, frugal comforts and certain means of 
recreation which are quite essential for the person to 
lead his life in society as human being. The concept of 
living wage may vary from country to country, place to 
place because it depends upon the price level of 
necessaries of. life and it is determined by the socio-
economic conditions of a part icular country. Living 
wage, are without which working people cannot live and 
perform their duties as a citizen. It may be recalled that 
as regards living wage the committee observed that this 
concept has influenced the fixation of wages in all 
economically advanced countries and was very old and 
well established one^. 
^ Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad p. 100 
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(B) Fair Wage: Fair wage is a mean between the living 
wage & the minimum wage. Express Newspaper Ltd. V/S 
Union of India^ Das Gupta J . defined 'fair wage' "which 
may roughly be said to approximate to the need based 
minimum, in the sence of a wage which is adequate to 
cover the normal needs of the average employee 
regarded is a human being in a civilized society. 
Hindustan Times Ltd. V/S their workman^ in the 
words of HidayatuUah. J 'Fair wage' lies between the 
minimum wage which must be paid in any event and the 
living wage which is the goal. 
In Express Newspaper (P) Ltd. V/S Union of India^o 
Bhagwati described fair wage as a mean between the 
living wage and minimum wage. Marshall would 
consider the rate of wage prevailing in an occupation as 
'fair' if it is about on level with the average payment for 
tasks in other t rades which are of equal difficulties and 
disagree able ness which require equally rare na tura l 
abilities and an equally expensive training. 
' AIR 1950 S.C. 578 
' LLJ 108, (IIL) S.C. 
'" (1961) LLJ (339) (S.C.) 
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In All India Reserve Bank of Employees 
'Association V/S R.B.I. Ltd.^^ The court said that the 
Fair wage is t hus related to fair workload and the 
earning capacity. It is a step lower than the living wage. 
The concept of fair wage therefore, involves a rate 
sufficiently high to enable the worker to provide a 
s tandard family with food, shelter, clothing, medical 
care and education of children appropriate to his s ta tus 
in life but not at a rate exceeding the wage coming 
capacity of the_ class of establ ishment concerned. 
A fair wage is thus related to the earning capacity 
and workload. It must however is realized tha t fair wage 
is only living wage by, which is meant a wage which, is 
sufficient to provide not only, the essentials above 
mentioned but a fair measure of frugal comfort wish an 
ability to provide for old age and evil days. Thus while 
the lower limit of fair wage must ability be minimum 
wage, the upper limit is equally set by what may broadly 
be called the capacity of industry to pay. This will not 
depend not only of the economic position of the industry 
" (1965) IILU 175 (190) S.C. 
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but also on its future prospects. Between the these two 
limits, the actual wage will depend on a consideration of 
certain factor viz: 
i) Productivity of labour 
ii) The prevailing rate of wage 
iii) The level of national income and its distribution 
and 
iv) The place of industry in the economy of the 
country 
In actual calculation of the fair wage, the 
Committee on< Fair Wage observed tha t it was not 
possible to assign any definite weight to there factor. 
The comm. On F.W. also recognized tha t the concepts of 
F.W. by it could not be viewed in any since they would 
from time to time depending on the economics and 
social development in the countryi2. 
Minimum wages: The term minimum wage has 
been understood in two different senses the first being 
an industr ia l minimum wage and second one a statutory 
'^  Kothari, O.M: "Labour Demand and their adjudication" Ed. 1st 1977, Pub N.M. Tripathi Private Lmt. Bombay P.43 
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minimum wage. An industr ial minimum wage is 
sus tenance wage which the employer of any industrial 
labour mus t pay in order to be allowed to continue an 
industry. On the other hand a s ta tutory minimum wage 
is a minimum wage which must provide not merely for 
the bare sus tenance of life but for the preservation of 
the efficiency of the worker. For this purpose the 
minimum wage must also provide for some measure of 
education medical requirements and amenit ies . 
There is also a distinction between above 
subsis tence or minimum wage and a s ta tutory minimum 
wage. The former is a wage which would sufficient to 
cover the bare physical need of a worker and his family, 
that is a rate which has got to be paid to the worker 
irrespective of "the capacity of the industry to pay. If an 
industry is unable to pay to its workmen at least a bare 
M.W., it has no right to exist. The s ta tutory minimum 
wage, however, is the ,minimum which is prescribed by 
the s ta tu te and it may be higher than the bare 
subs tance or m.w. providing for some measure of 
education, medical requirement and ament ias above 
F.W. committee's report. 
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The passing of the Minimum Wage Act, 1948 is a 
landmark in the history of labour legislation in the 
country which, recognizes that the wages cannot be left 
to be determined entirely by market forces. The whole 
philosophy under lying the enactment of Minimum Wage 
Act is to prevent exploitation of labour through the 
payment of unduly low wages. The s tatutory minimum 
is the minimum which is prescribed by the relevant 
provision of the Minimum Wage Act 1948. The main 
object of the Act is to prevent 'sweated' labour as well 
as exploitation unorganized labour. If proceed on the 
basis tha t it is the duty of the s tate that at least 
Minimum Wages are paid to the employees irrespective 
of the capacity of the industry or the uni t to pay the 
same. 
In Kanta Devi and others V/S State of Haryana and 
others^3 and Electric Construction and Employment Co. 
Ltd Vs State of Haryana and others the S.C. held that 
even if an industry creates a different category of 
workers outside the recognized categories of workers in 
respect of whom minimum wages are fixed under the 
"1994 Sec (L&S) 1128 II. 
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M.W. Act, such as the category of learness created in 
the present cases, it will not be permitted to pay less 
than the minimum for the lowest level employee in that 
industry namely in unskilled workman. The basic idea 
is to avoid exploitation by the management by creating 
different category outside the recognized categories of 
workers. 
In Sandeep Kumar and others V/s State of U.P^^. 
where five persons were working as junior engineers in 
a project place under the control of executive officer, 
city board Ghaziabad engaged in the work of slum 
clearance. The- project financed by the s tate of UP and 
World Bank fund. They were working on daily rate basis 
and on an average-received Rs. 1000 per month. No 
other benefits were given even they did not get any 
payment for the holiday. However, similarly qualified 
engineers when employed for similar work on regular 
basis are paid a minimum grade pay of Rs. 1400. The 
Supreme Court held that there is no justification to 
discriminate between the two categories and directed 
pay Rs. 1400 per month inst^M-of Rs. 1000. 
"1993 Sec (L&S) 290 
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In Mahatma Rhule Agricultural University, Vs 
Nasik Zilla Sheth Kamgar union and otheris . Supreme 
court held that the s t a tus of permanency cannot be 
granted when there are not posts . There can be no 
justification in the state government not making 
available the required funds. The state administrat ion 
cannot Strink it responsibility of ensuring proper 
education in schools and college on the plea of lack of 
resources. It is for the authori t ies running the 
administrat ion to find out wages and means of securing 
funds for the purpose! There universi t ies are imparting 
education; it is necessary for them, to maintain the 
agricultural field and to carry on experiments. To 
maintain agricultural fields, they required daily wagers. 
As the daily wagers were required the s tate Govt, cannot 
say tha t they would not pay the daily wagers what is 
due to them. 
In Ahmad Nagar Zilla Sheth Mazdoor Union V/s 
Dinkar Rao Kalyan Rao Jagdale^^, (connected with the 
above mentioned case) it has been held by the supreme 
'^ 2001 Sec (L&S) 1180 
'* 2001 Sec (L&S) 1180 
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court there continuance every year of seasonal work 
obviously during the period when work was available, 
does not const i tute a permanent s t a tus unless there 
exists posts and regularization is done. Under these 
circumstances the tr ibunal and the high court are not 
right in holding, that the respondents are entitled to be 
absorbed on regular basis as regular employees. 
Therefore, their orders were set aside. However, the 
supreme court made it clear that the appellant shall 
take the services of all the workmen existing as on date 
as and when the work is available and during the period 
of seasonal operation. As and when the vacancies arise, 
regularization of the employees should be made in order 
of their seniority and till the employees are regularized, 
they are not to be retrenched. 
I State of Haryana Vs Tilakraj and others^^ - where 
daily wages filed petition in the high court claiming that 
they were entitled to regularization in view of their long 
period of service put in by them and also claimed same 
salary as paid to regular employees since the nature of 
work done by them was similar. The petition was 
" 2003 Sec (L & S) 828 
79 
Chapter-3 
allowed by the high court with the following 
observation: 
"The peti t ioners would be entitled to the relief, but 
again not the regular pay scale which their regular 
counter par t s are receiving. The peti t ioners would be 
entitled to the minimum of the pay scale with D.A. 
alone". 
In appeal the Supreme Court observed that the 
principle of equal pay for equal work is not always easy 
to apply. There are intierant difficulties in comprising 
and evaluating the work done by different person 
indifferent or" organizations, or even in the same 
organization. This is a concept, which requires for its 
applicability complete and whole sale identity between 
group of employees claiming identical pay scales and 
the other group of employees who have already earned 
such pay scales. The problem about equal pay cannot 
always be t ransla ted into a mathematical formula. 
A scale of pay is at tached to definite post and in 
case of a daily wager he holds no posts . The respondent 
workers cannot be held to hold any post to claim even 
any comparison with the regular and permanent staff 
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any or all purposes including a claim for equal pay and 
allowances. To claim a relief on the basis of equality, it 
is for the claimants to subs tant ia te a clear-cut basis of 
equivalence and a resul tant hostile discrimination 
before becoming eligible to claim rights on par with the 
other group viz-a-viz am alleged discrimination. The 
impugned judgements of the high court is clearly 
indefensible hence set aside. However, the appellant 
state has to ensure that the minimum wages are 
prescribed for such workers and are paid to them. 
As a matter of fact, minimum wage are fixed to 
provide necessaries of life which include food, clothes, 
shelter, education and medical care the concept of 
'necessaries ' is depend upon the s tandard of living of 
persons concerned in a part icular area or region. It is 
there fore left to the government to prescribe minimum 
wages keeping in view various factors as indicated 
above sec. 3,4,5 authorise the appropriate government 
to fix the minimum rate of wages. In other words if the 
wages fixed by contract are found to below, authority is 
conferred on the app government to increase them so as 
to bring them to the level of what the said government 
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r e g a r d s a s t he M.W. in t h e p a r t i c u l a r s chedu led 
employment in^the p a r t i c u l a r a r e a concerned ly . 
Sta tu tory Meaning of Minimum Wage: -
Wages: The Min imum Wages Act, def ines wages u n d e r 
Sec. 2 (h) which r e a d s a s u n d e r : 
"Wages m e a n s all r e m u n e r a t i o n , c apab l e of being 
expres sed in t e r m s of money, which could if t h e t e rms 
of t he c o n t r a c t of employment , e x p r e s s or impl ied, were 
fulfilled, be payab le to a p e r s o n employed in r e spec t of 
h is employmen t or of work done in s u c h employment , 
and inc lude h o u s e r en t a l lowance b u t does no t inc lude . 
i) The va lue of, 
a) Any h o u s e accommoda t i on , supp ly of l ight, 
wa te r , medica l a t t e n d a n c e , or 
b) Any o the r amen i ty or any service excluded 
by genera l and spec ia l o rder of the App. 
Govt. 
'* Goswami, V.G. Labour and Industrial Law Ed. 18 (2004) Pub. Central Law Agency Allahabad D 
109 
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ii) Any c o n t r i b u t i o n pa id by t h e employer to any 
p e n s i o n fund or p rov iden t fund or order any 
s c h e m e of social i n s u r a n c e . 
iii) Any t ravel l ing a l lowance or t he va lue of any 
t rave l l ing concess ion . 
iv) Any some paid to the p e r s o n employed to defray 
spec ia l e x p e n s e s en ta i led on h im by the n a t u r e 
of h i s employment ; or 
v) The g r a tu i t y payab le on d i s c h a r g e 
The a n a l y s i s of th i s Sect ion Ind ica te t h a t the 
following e s s e n t i a l s r e q u i r e m e n t s a re n e c e s s a r y for 
wage: 
1) Wages inc lude all r e m u n e r a t i o n pa id to an 
employee inc lud ing h o u s e r e n t a l lowance . 
2) Wage m u s t be payab le of be ing expres sed in 
t e rm of money, 
3) Wage become due when t h e r e is a con t r ac t 
be tween employer and employee . However the 
c o n t r a c t may be exp res sed a n d impl ied . 
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4) The t e r m a n d cond i t i ons of c o n t r a c t m u s t be 
fulfilled, or he m u s t have done work as s igned 
to h im u n d e r s u c h employment . 
But t h e t e r m wage does no t i nc lude t he va lue of; 
A) Any h o u s e accommoda t ion , supp ly of water , 
l ight and medica l a t t e n d a n c e , or 
B) Any o t h e r . ameni ty a n d service exc luded by 
gene ra l and specia l order of t h e App. Gov. it 
does no t i nc lude any c o n t r i b u t i o n to pens ion 
fund or p a y m e n t u n d e r s c h e m e of social 
i n s u r a n c e t ravel l ing a l lowance , s u m paid to 
defray specia l e x p e n s e s or any g r a tu i t y payable 
on discharge^^. 
The t e rm "Wage" h a s a compos i te m e a n i n g which 
i nc lud ing all r e m u n e r a t i o n a n d o the r p a y m e n t s payab le 
to an employee , which are no t express ly exc luded by the 
provis ion of t he Act^o. 
There a re t h r ee k i n d s of wages m i n i m u m wage, fair 
wage 86 living wage. At the bo t tom of t he l adde r t he re is 
" Minimum of wages Act, 1948 U/S- 2 (H) 
'"Ibid, 
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the minimum basic wage which the employer of any 
industr ial labour must pay in order to be allowed to 
continue in industry. Above this is the fair wage, which 
so the living wage must provide not merely the bare 
essentials of food, clothing and shelter but also a 
measure of frugal comfort, including education for the 
children, protection against ill heal th , requirement of 
essential social needs and a measure of insurance 
against the most important misfortunes, including old 
age. As regards fair wage, it involves a rate sufficiently 
high to enable the worker to provide a s tandard family 
with food, shelter, clothing, medical care and education 
of children. As regards the minimum wage, it has been 
understood in two different senses , the first being an 
industr ial minimum wage which the employer of any 
industr ial labour must pay in order to be allowed to 
continue an industry, the second being a statutory 
minimum wage, it provide not merely for the bare 
substance of life but also some measure of education, 
medical requirement and amenities. 
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Concept of Globalisation and Its Impact on 
Wages 
Globalization is a term that is used in many ways, 
but the principal underlying idea is the progressive 
integration of economies and societies. It is driven by 
new technologies, new economic relationship and the 
national and international policies of a wide range of 
factors, including governments, international 
organization, business labour and civil society. 
Broadly speaking, the process of globalization has 
two aspects. The first refers to those factors such as 
trade investment, technology cross border production 
systems flows of information and communication which 
bring societies and citizens closer together. 
The second refers to policies and insti tutions, such 
as trade and capital market liberalization, international 
s tandards for labour, the environment, corporate 
behaviour and other issues, agreements on intellectual 
property rights, and other policies persued at both the 
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national and international level which support the 
integration of economies and countries. In terms of the 
latter aspect, the existing pattern of globalization is not 
an inevitable trend it is at least in part the product of 
policy choices. 
While technological change is irreversible policies 
can be changed. Technological advances have also 
widened the policy choices available. 
The social dimension of globalization refers to the 
impact of globalizations on the life and work of people, 
on their families, and their societies. Concerns and 
issues are often raised about the impact of globalization 
on employment, working conditions, income and social 
protection. Beyond the world of work, the social 
dimension encompasses security, culture and identity, 
inclusion or exclusion and the cohesiveness of families 
and communities. 
Globalization brings new potentials for development 
and wealth creation. But more are divergent views and 
perceptions among people as concerns its economic and 
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social impact, and indeed widely varying impacts on the 
interests and opportunities of different sectors and 
economic and social factors. Some argue that the 
present model of globalization has exacerbated problems 
of unemployment, inequality and poverty, while others 
contend that globalization helps to reduce them. Of 
cource, these problems predated globalization but it is 
clear that for globalization to be politically and 
economically sustainable, it must contribute to their 
reduction. Hence the goal of a globalization which meets 
the needs of all peopled 
Globalization in economic terms, it the opening up 
of the market which will operate under market forces, 
where state will have a very little role of to play. 
Liberalization is also an off shoot of globalization. But 
there is a subtle difference between liberalization and 
marketization, resulting from globalization. Where as 
liberalization means reducing the burden on the state 
with least interference from the government, 
Journal -Indian Law Institute, 2000 p. 395 
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marketisation increases the burden of the state for 
regulating the market. Globalization has been presented 
in terms of the virtues of entrepreneurship, economic 
rationality and an efficient legal regime imbued with 
security, predictability and transparency. The 
traditional economic concept of "comparative advantage" 
does not find a place under this dispensation, which has 
been devised and imposed by the developed counties to 
find markets for their MNCs^. 
The 1990's have seen a born in writing about 
globalisation. According to one sociologist, it is the 
concept of 1990's a key idea by which we under stand 
the transaction of human society into the third 
millennium Globalisation is bets understood as 
expressing fundamental aspects of time space 
distantiation. Globalisation concerns the intersection of 
presence and absence, the interlacing of social events 
and social relations" at a distance with local contextual 
ties. The relation of post modernity too refers to the fact 
' Ibid, 
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that globalisation describes our changing experience of 
time and space, or time space compression^. 
The Impact of Globalisation on wages: 
The impact of globalisation can already be seen in 
many field competitiveness cannot be acquired without 
harmonious relations in the industry. The requirement 
today among the employers and employees is to develop 
among the employers and employers is to develop 
mindset that looks upon each other as partners and to 
develop a work culture that new technology and the 
context of globalisation'^. 
An important trend in labour markets in the 
advanced economics has been a steady shift in demand 
away from the less skilled toward the more skilled. This 
is the case however skill are defined, whether in terms 
of education, experience, or job classification. This 
trend has produced dramatic rises in wage and income 
inequality between the more and the less skilled in some 
counties, as well as unemployment among the less 
' Journal -Aligarh Law Journal, 2001 & 2002 p. 76 
" The Report of the National Commission on Labour 2002. 
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skilled in other countries. The aim of the globalisation is 
to have unfettered flow of finance capital the world over. 
While the maximisation of profits is in any way an 
integral part of capitalist dynamics from its inception, 
globalisation seeks to crush in a frenzied pitch, all the 
rights of the worker won over decades to take the law of 
maximization of profits to unprecedented levels. In this 
process globalisation has brought out some important 
trends in the .production process, seeking legislative 
changes which are affecting their job opportunities 
working and living .conditions, pushing the worker's 
lives to the brick. Though every section of society was 
hit by this imperialist onslaught, the attack on workers 
is more direct and severs. The first causality in this 
attack is the declining employment opportunities i.e. 
their source of living itself. The second serious impact 
on the working class is their deteriorating working 
conditions^. 
' http://\vww.peoplemarch.com/home.htm 
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An inflow of technology can raise labor prices by 
increasing productivity. In general, one would expect 
wages across countries to equalize as technology and 
production techniques spread. Increased trade may 
contribute to innovation and the spread of technology 
and thus indirectly affect wages. One potential channel 
through which technology flows from country to country 
is the transfer of technology by multinational firms from 
the parent to its affiliates. Higher foreign investment in 
a particular industry is usually associated with higher 
wages in that industry. 
Increased globalization has been viewed with 
concern in many advanced economies. There is a 
common belief that globalization harms the interests of 
workers, especially unskilled workers, either directly 
through immigration or indirectly through trade and 
capital mobility. Particularly with respect to import 
competition, these beliefs appear to be at odds with the 
empirical evidence that globalization has only a modest 
effect on wages, employment, and income inequality in 
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the advanced economies. (By contrast changes in 
technology have led to a pervasive shift toward more-
skilled workers to the detriment of less-skilled ones.) 
Moreover, the belief that globalization threatens wages 
and jobs is contradicted by the historical evidence that 
free trade and the mobility of labor and capital improve 
global welfare and tend to improve national welfare for 
all countries involved. 
Still, despite the overall benefits of globalization for 
national welfare, there are adjustment costs for 
particular groups within a nation: globalization 
produces winners and losers. The adjustment of those 
groups of workers displaced by import competition 
occurs slowly &nd with significant costs, such as the 
need to obtain information about new opportunities, 
relocation, and the loss of firm- or industry-specific 
knowledge. Policymakers must keep in mind potential 
dislocations and ensure that those who are displaced do 
not become marginalized. 
93 
Chapter-4 
It is important, however, that any policy actions do not 
impede adjustment but provide incentives for workers 
and firms to adjust and therefore gain from changes in 
the economic environment. The adjustment costs can be 
minimized by encouraging flexible labor markets and by 
reducing structural rigidities facing firms, such as 
onerous work rules, staffing requirements, and hiring 
and firing costs. Other policies might include gathering 
and spreading information about labor market 
conditions, standardizing professional certification 
procedures across countries, and enhancing training 
and educational opportunities so that workers in the 
advanced economies can upgrade their skills to match 
the demands of the changing global economy. 
Unfortunately, policymakers with short political time 
horizons might be more concerned with avoiding these 
short-term adjustment costs than with nurtur ing the 
long-term benefits of free trade, increased mobility of 
labour and capital, and labor market reforms. This view 
is misguided. The world economy has never been 
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healthier than it is today. A good deal of the credit for 
this higher standard can be traced to globalization. 
Cutting down the wage bill has become the thrust 
area for the imperialists. All the technological 
improvements and mechanization are centered around 
the concept of "jobless growth i.e. increasing the 
production and reducing the workforce. New industries 
established by foreign capital have not created enough 
jobs to absorb those who lost jobs in the process of de-
industrialization. 
According to the report of May 2002, a special 
group on employment opportunities constituted by the 
Planning Commission, the rate of employment growth 
had declined from a n ' annual average of 2.8% in the 
period 1983 and 1993-94 to 1.07% in the period between 
1993-94 and 1999-00. This happened despite a 
significant acceleration in the recorded rate of economic 
growth, from an annual average of 5.2 percent in the 
earlier period to 6.7 percent As a result of this the 
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unemployed population had increased from 20.13 
million to 26.58 million, 
The condition of those who are employed is no 
better. Most of the workers in India are not only under-
employed but working under horrible working conditions 
and increased work pressure. Flexibility of deployment 
of labour is the new mantra of the globalization period. 
Flexibility of labour means employing labour at the 
whims and fancies of the employer. Workers are hired 
and fired as per the convenience of industrialists. 
Keeping the workers whenever there is a demand for 
their products and firing them when the demand falls. 
This flexibility of hiring workers facilitates the 
management to maintain the wage bill at the minimum 
level and pushes workers into permanent uncertainty. 
Capitalists are asjcing for freedom in dealing with 
workers. Because of this approach of industrialists , the 
status of worker is undergoing a see a change. 
"Restrictions on the hiring and firing of workers are 
identified as one of the challenges of doing business in 
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India*. The imperialists and big bourgeoisie want 'hire 
and fire' policy to be legalized. This is the remark of 
World Development Report, despite the fact that more 
than 90 percent of workers are under the unorganized 
sector who do not have any protection of labour laws 
whatsoever. 
According to the Second National commission on 
Labour Report, ,a mere 8.3 percent of the Indian labour 
force is organized, the majority of which mainly belongs 
to the public sector. Estimates say that no more than 2 
to 3 percent of the labour force in India has access to 
assertion of labour rights through the collective 
bargaining process. 
The new trend in industrial production is 
outsourcing. Outsourcing or contracting out is a process 
to get certain activities outside their expertise through 
contractors. This . will not only reduces the 
management's burden but also becomes economical. 
Though outsourcing was an age-old practice in the 
manufacturing industries, now it has become an 
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important phenomenon to reduce the cost of production. 
Since the contractors generally employ casual workers 
who are generally unorganized and don't have any job 
protection or wage protection and hence become a 
most vulnerable section of the working class. 
Casualisation of the work force is another 
important feature in the current production process. 
Most of the firms are taking casual workers in place of 
regular employees. Even for regular and continuous 
production work they are using temporary workers. With 
a large reserve army of unemployed it is not difficult for 
the industrial ists to find a continuous inflow of 
temporary workers. Using contractors for supplying 
labour is another important method of having casual 
labour. This casual labour is not only denied benefits 
like minimum wages, compensation, insurance, medical, 
provident fund, etc, their right to form unions to protect 
their interests is also undermined. 
In this way workers are the direct victims of 
Globalization. In this present phase of Globalization to 
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enhance the profitability by cutting down the wage bill 
the whole production process is being restructured. This 
restructuring process has adversely affected the working 
class. 
The impact of globalization is more severe on 
women. Many supporters of globalization claim that it is 
creating more employment opportunities but the fact is 
that woman employment has increased only marginally. 
And it is only in the flexible and cheap labour category 
catering mainly to the needs of contract works and the 
informal sector. Of course there has be an increase as 
sex objects in the tourism, advertising and 
entertainment sectors. 
There is another factor for women employment. 
With the drop in the primary worker's wages and 
employment, women ai"e typically called upon to help 
sustain household income. In other words, more women 
are pushed into the labour market. According to World 
Development Report [WDR] (1995) relative position of 
women has often deteriorated under structural 
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adjustment, because women, who are mostly employed 
in low-wage informal sectors are more vulnerable than 
men. 
The reforms with, the help of the restructuring 
process, have further accelerated the segmentation of 
the labour market through informalisation of the 
economy which has spelt deterioration of labour 
s tandards. More and more skilled and unskilled workers 
retrenched from • the formal sector have sought 
employment in the informal sector^. 
So the impact of globalisation can be seen in many 
field. These is a common belief that globalisation harm 
is causing to the internet of workers, especially 
unskilled workers, either directly indirectly, through 
trade and capital mobility. Its effect on wages, 
employment and income inequality have led to a 
uncertainity between working class. The impact of 
globalisation is also more several on women 
employment. Another aspect which has seriously 
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affected the working class is libralisation in which the 
prices of essential commodities tauching the sky As 
workers both in urban am rural area as well as spend a 
large share of their income on food the real wages of the 
workers have gone down adversely affecting their living 
s tandards. 
Does Globalization Lower Wages and Export Jobs? Matthew J. Slaughter and Phillip Swagel. 1997 
International Monetary Fund was Hington, D.C. 
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CHAPTER-5 
JUDICIAL ATTITUDE 
The judicial has taken initiatives regarding the 
sett lement of controversies of the terms wage, 
minimum wage, fair wage and living wage. The 
judiciary has fairly categorized the exclusion and 
inclusion of the various components, of the term wage 
through its various norms creating through 
judgements . 
The definition of wages expressly s ta tes that the 
remunerat ion in respect of the employment or for the 
work done, would be payable to a workmen only when 
he has fulfilled the express or implied terms of the 
contract his employment. Hence, if the express or 
implied terms of the contract of employment are not 
fulfilled by the workman he would not be entitled to 
remunerat ion. The contract of employment has many 
express and implied terms. Non-fulfillment of such 
terms would disentitle the workman to claim 
remunerat ion. 
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As fringe benefits of industr ial employment, the 
employers pay various sorts of allowances to their 
workmen depending upon the na ture of their duties 
and other incidents of employment. Such allowances 
have been taken in the defination of wage by the 
inclusive component. In Bennet Colemen and Co Vs 
PunyaPriyadas^ that court said tha t where are 
employee is given car allowance and benefit of 
telephone and news papers , there must be taken into 
consideration in fixating of fair wages as they were 
allowed to him to reduce the expenditure which would 
otherwise has gone into his family budget. 
In M/S Harihar, Poly Fibers Vs The regional 
Director, ESIC2. Supreme Court held tha t the term 
wage as used in the employee's s tate insurance Act, 
1948 will include house rent allowances night shift 
allowance, heat gas and dust allowance and incentive 
allowance. Jus t ice Chennappa Reddy observed: 
"Wages are defined u / s 2 (22) of the Employees 
State Insurance Act includes remunerat ion paid or 
AIR 1970 Sc. 426 
M984, Lab. 1,1570 Sc 
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payable under the terms of contract of employment 
express or implied but further extends to other 
additional remunerat ion, if any, paid at intervals not 
exceeding two months in wages. The interposition of 
the clause 'and includes any payment to an employed 
in respect of any period of authorized leave, lockout, 
strike which is not illegal or lay off between the first 
clause, all remunerat ion paid or payable in cash to an 
employee, if the terms of the contract of employment 
express or implied was fulfilled and the third clause, 
'other additional remunerat ion, if any paid of intervals 
not exceeding two month 's makes it abundant ly clear 
that while ' remunerat ion under the first clause has to 
be under a contract of employment express or implied, 
remunerat ion under the third clause need not be 
under the contract of employment but may be any 
additional remunerat ion outside the contract of 
employment. So there is no reason to exclude house 
rent allowance. Night shift allowance, incentive 
allowance and heet Gas and dus t allowance from the 
definition of wage. 
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In Orissa Road Transport Co. Ltd.3, where a 
conductor n Orissa road t ranspor t o, Ltd., was 
discharged as punishment for proved misconduct. 
Since an Industr ial dispute in which the employee was 
concerned was pending he was paid one months wages 
in lieu of notice consisting of subsis tence allowance 
and house rent allowance as required by the proviso 
to s. 33 (2) (b) of the industr ial dispute Act after 
deduction money order commission. Orissa High 
Court held that subsistence allowance does not came 
under the definition of wages. Subsis tence allowance 
paid is more than the house rent allowance and hence 
claim of the management that the money order 
commission has been deducted out of the subsis tence 
and not from house rent allowance has to be 
accepted. Hence the proviso to s. 33 (2) (b) has been 
complied with. 
In MCLEOD'S case'^, where the company was 
supplying free tiffin, i.e. two cups of tea and two 
biscuits to each of the numbers of their clerical staff 
' Orissa Road Transport Co. Ltd V/s Narayan Praida Parida, 1986 (I), LLJ. 270 (Orissa) 
^ Mcleod & Co. Ltd. V/s It's workmen, 1964,1, LLJ 368 (S.C.) 
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& one cup of tea and one biscuit each to the members 
of the subordinate staff. On the ground tha t the tiffin 
arrangement was not satisfactory the workmen 
demanded as cash allowance in lieu of tiffin 
arrangement . A number of comparable concerns in the 
same region were also supplying free tiffin to their 
employees. The Supreme Court affirmed the award of 
the t r ibunal directing the employer tha t the clerical 
staff and the subordinate staff should be paid at the 
rate of 8 annas and annas respectively on all working 
days in lieu of the tiffin, holding that the tiffin 
arrangement was an implied condition of service in 
addition to the wages-and dearness allowance and it 
was an amenity to which the employees were entitled 
as a mat ter of right. 
In Sta tesman Ltd Case^, where there were tow 
canteens one for officers and other for the 
subordinate staff. The staff of the officer's canteen 
was getting a dietary allowance of 50 paise while the 
staff of the subordinate staff canteen was not getting 
^ Statesman Ltd. V/s their workmen, 1976,1, LLJ 484 (S.C.) 
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a similar allowance. The Supreme Court affirmed the 
award of t r ibunal granting the some allowance to the 
subordinate staff canteen as well with the condition 
that if they take free food from the canteen, they 
would be ineligible for the allowance since they 
cannot have both. 
But tea allowance and milk allowance given to 
employees are covered by exclusion (c) of S.2{22) of 
the employee's s tate insurance Act are outside the 
scope of wages under the Act and hence the demand 
of contribution in regard thereto is illegal. 
In Calcutta Port Commissioner's^ where the 
workmen of the Calcutta Port t rus t Railways claimed a 
running allowance payable to the "running staff of the 
State Railway performing comparable duties" and also 
demanded free passes and PTOS on the lines 
admissible to the employees of the s tate Railways. The 
tr ibunal rejected both the claims. In appeal by special 
leave, the Supreme Court observed tha t these 
Workmen Employed by the Calcutta Port Commissioners V/s The Employer in relation ot the 
Calcutta Port Commissioner 1969, S.C. 2 LLJ 973. 
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allowance and facilities were not available to the 
employees. 
In Shriram Refrigeration^ where the petitioner 
was a company registered under the companies Act 
and engage about 700 workers. The term[s and 
conditions of the employment of the workers were 
being determined from time to time by sett lement 
arrived at between the management and the 
employee's Union the company was giving the cycle 
allowance to employee who were having their own 
cycles. The workmen however raised a dispute with 
regard to the payment of conveyance allowance. It was 
held tha t conveyance allowance not included in the 
wages. Ramchandra Rao, J . observed: -
"Conveyance allowance cannot be treated as the 
value of any amenity or service or as any travelling 
concession given by tHe management to the workmen. 
If conveyance allowance is also intended to be 
converted by the 'wages' nothing could have been 
easier to expressly state so in the definition itself. 
^ Shriram Refrigeration Industries Ltd. Hyderabad V/S Industrial Tribunal AP. 1975 Lab, I.C. 521, 
A.P. 
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Dearness allowance is separately and expressly 
mentioned as included within the definition of 'wages'. 
If conveyance allowance also is intended to be covered 
by the word wages, the same would not have been 
omitted to be mentioned in the definition. Therefore, 
it is not possible to construe the word wages as 
defined in section 2 (rr) of the Industr ial Dispute Act 
as including conveyance allowance". 
In Chandramalai Estate^, where the tea 
plantation estate had been paying clothing allowance 
to their workmen for a number of year which and 
became on implied conditions of service. On the 
employer stopping to pay this allowance, the workmen 
raised an industr ia l dispute and the t r ibunal awarded 
the payment of the clothing allowance. The award 
affirmed by the Supreme Court with the observation 
that such allowance having became a condition of 
service, could not be refused on the ground tha t the 
workmen did not raise any dispute when the 
allowance was stopped. 
' Chendra Malai Estate V/S It's workmen, 1960IILLJ 243, S.C. 
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Similarly. In Statesman Ltd.^, the employer used 
to supply warm coats to gate darwans and inspection 
but did not extend this facility to other darwans and 
delivery peons. 
The Supreme Court upheld the award of t r ibunal 
directing tha t "all the members of the subordinate 
staff should be supplied with ward coats" and rejected 
the claim for warm jerseys over and above the warm 
coats. 
In Chal than ' s Case^o, the court had considered 
the key question whether the retaining allowance paid 
by the sugar industry to its seasonal employees for 
the off season period was the be taken into account I 
calculating bonus payable to such seasonal workman 
by the sugar industry? A.P. Sen, J . observed: -
"There is no doubt that the retaining allowance 
paid to the workmen during the off season falls within 
the substant ive part of definition of 'salary or wage'. It 
undoubtedly is remunerat ion which would if the terms 
of employment, express or implied were fulfilled, be 
Supra at note-5 
° Chalthan Vibbag Shakari Khad Udyog V/S Government Labour Officer, 1981 I, LLJ 456 
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payable to any employee in respect of this 
employment. The retainer allowance is a remunerat ion 
on a lower scale which is paid to the workmen by 
management during the off season for their forced 
idleness. The payment of such allowance is indicative 
of the fact tha t the management wants to retain their 
services for the next crushing season. The very fact 
tha t the retaining allowance is paid to the workmen 
clearly shows that their services are retained and, 
therefore, the jura l .relationship of employer and 
employee cont inues . It is t rue that the workmen may 
not re turn to work or may take up some other job or 
employment. In that event he forfeits the right to 
payment of the retainer allowance. But when the 
re tu rns to work, the payment of retainer allowance 
takes the na tu re of basic wage on a diminished scale. 
So the definition of 'wage' or 'salary' n S.2 (21) of the 
payment of Bonus Act is wide enough to cover the 
payment of retaining allowance paid to the workmen, 
it is nothing but remunerat ion and it is a misnomer to 
call it an allowance and it does not fall within the 
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purview of clause (1) of the exclusionary clause of S. 
2(21). 
S.59 of the Factories Act, 1948, prescribes that a 
worker who works over time in a factory shall be 
entitled to twice his ordinary rate of wages in respect 
of the over time work. And for the purpose of 
calculating such overtime the expression "ordinary 
rate of wages" has been defined to mean basic wage 
plus such allowances including the cash equivalent of 
the advantage accruing on account of the 
concessional sale to- workers of food grains and other 
articles as the worker s for the time being entitled to 
but does not include a bonus. In similar terms is S.33 
of the Mines Act 1952. This provision specifically 
includes dearness allowance in the definition of 
"ordinary rate .of wages". For the workers working in 
factories and mines, the rates of overtime have been 
fixed by releant s ta tu tes . 
In Pritam Singh^i, where the question is where 
the claim of railway servant for overtime work and 
interest an amount due is within the definition of the 
" Union of India V/S Pritam Singh, 1970, Lab, IC. 357 (P & H). 
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term wages u / s 2(VI) of the Payment of Wages Act. 
The P86H High Court held tha t claim for overtime work 
and interest thereon is within the definition of the 
term wages as defined u / s 2 (VI) of the payment of 
wages Act. 
Similarly, Calcutta High Court in Bachu 
Mandali2, held that remunerat ion for overtime work is 
included in wages as defined in S.2 (vi) of the 
payment of wages Act, provided the worker is entitled 
to it under the terms of employment. If there is no 
terms of employment for overtime work and only oral 
assurance to pay extra wages for extra work is given 
then the employee is not entitled to pay decree under 
the Act. 
Recently, Allahabad High Court, in Bharat Heavy 
Electric Platens, the followed the Bachu Mandal case 
and held tha t the definition of wages in the workmen's 
compensation Act is a comprehensive definition and it 
includes a privilege or benefit which is capable of 
being estimated in money. The amount of overtime 
'^  State of West Bengal V/S Bachu Mandal, 1977, Lab IC. 616 Cal. 
" Bharat Heavy Electric Plate & Vessels Ltd. V/S Commissioner for workmen Compensation, 
1983, LU. 477 All. 
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can be est imated is money in the ins tan t case, the 
overtime allowance drawn by the workmen is within 
the concept of wages u / s 2(1) (m) of the Act. 
The adjective expression "compensatory" used in 
the phrase "compensatory allowance" is indicative of 
the fact tha t such an allowance s a compensation for 
something for instance, the allowance is a 
compensation for something for instance, the 
allowance paid to the workmen for the work done on 
holidays has been treated as compensatory allowance. 
Likewise, an allowance paid in lieu of any benefit to 
which the ambit of such an allowance. In S. 
Krishnamurthy Vs. Presiding officer, central Govt, 
labour court Madras, 1986, LLJ, 133, S.C. where city 
compensatory allowance was paid to workmen of Bank 
pur suan t to sett lement between the workmen and the 
management which provided that such allowance paid 
would be taken into account in its entirety for those 
who joined service between 1st J anua ry , 1970 and Sl^t 
July, 1970. There is no specific provision tha t in the 
case of other employees city compensatory allowance 
should not be taken into account application was filed 
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u / s 33 (c) (2) claiming bonus on the city 
compensatory allowance and the central Govt. Labour 
Court took the view that the city compensatory 
allowance was an allowance payable for the time being 
and therefore, it is not salary or wages. 
Allowing the Civil Appeal preferred by the 
employee held tha t city compensatory allowance is an 
allowance at tached to the post and therefore, it is not 
an allowance paid for the time being only. Even if 
there is an agreement excluding city compensatory 
allowance being taken into account for the purpose of 
calculation of bonus, , such an agreement would be 
contrary to the payment of bonus , such an agreement 
would be contrary to the payment of bonus Act. Hence 
city compensatory allowance has to be taken into 
account of the"purpose of calculation of bonus . It was 
also held tha t the agreement between the parties is 
not an agreement regarding payment of bonus. It 
cannot be read that the agreement imply that in the 
case of other employees who did not join service 
between 1st J anua ry , 1970 and Sl^t July, 1970, city 
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compensatory allowance was not to be taken into 
account. 
A special allowance may be granted to the 
workmen in view of certain special c i rcumstances 
peculiar to a si tuation or where they have to run some 
special risk. For instance, a special allowance in 
banks s paid in terms of Sastri and Desai awards 
when an employee discharges duties of a supervisory 
na ture or is accorded the s t a tus of a person 
competent to discharge functions of a supervisory 
character . In Regional Commissioner EPPi'^, where the 
question was whether the special allowance paid by 
the employer as a result of an agreement entered into 
between the employer and the employee can be said to 
form part of the dearness allowance for the purpose of 
calculating the contribution payable by the employer 
under the provisions of the Act. 
It was held tha t the definition of basic wages in 
section 2 (b) of the employees provident fund Act, 
excludes a number of allowance grouped in sub-
" Regional Commissioner, E.P.F. Tamil ^ Jadu & Randichery V/S Management of Southern Allay, 
Foundries (P) LTd. 1982, II LLJ 28 (Madras) 
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clause (II) of the section. However, u / s clearness 
allowance and remaining allowance are taken into 
consideration for calculating the contribution. In the 
present case, the special allowance was paid as a 
result of an agreement and they had not agreed to 
treat it as par t of basic agreed or dearness allowance 
and hence it could not be included for computation of 
contribution by the employer under the provisions of 
the employee's provident fund Act, 1952. 
In Orissa Road Transport Co. Ltd.is, where a 
conductor in Orissa Road Transport Co. Ltd was 
discharged as punishment for proved misconduct. 
Since an Industr ia l dispute in which the employee was 
concerned was pending, he was paid one month 's 
wages in lieu of notice consisting of subsis tence 
allowance and house rent allowance as required by 
the proviso to S.33 (2) (b) of the Act after deducting 
money order commission. 
It was held that subsis tence allowance does not 
came under the definition of wages u / s 2 (rr) of the 
'^  Orissa Road Transport Co. Ltd., V/S Narayan Panda, 1986 I, LLJ 270 Orissa. 
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Industr ial Dispute Act. Subsistence allowance paid is 
more than the- house rent allowance and hence claim 
of the management that the money order commission 
has been deducted out of the subsis tence &, not from 
House rent allowance has to be accepted hence the 
proviso to S. 33 (2) (b) has been complied with. 
In E.S.I.C. Banglorei6, held tha t subsis tence 
allowance paid during suspension of employees does 
not amount to wages because the suspension is the 
result of misconduct for breach of contract and it 
would be a travesty to call subsis tence allowance as 
remunerat ion paid for- fulfilling the terms of contract 
of employment. Therefore, it cannot be said that 
subsis tence allowance also would amount to wages. 
It is the additional payment made by an employer 
to his employees to compensate them to a certain 
extent for the rise in the cost of living. It is paid to 
naturalize the rise in prices. As stated by the National 
Commission of Labour: 
" ESIC Banglore V/S Management of Kirloskar System Ltd. Banglore, 1985 Lab IC 275, Kart. 
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"While same form the relationship between wage 
levels and cost of living increase is preferred, the form 
of relat ionship varies. While the predominant pat tern 
appears to be the adjustment of wages as a whole, the 
practice of keeping the compensation for price 
increase as a separate element also exists, both 
arrangements have their own advantages and 
disadvantages. The main advantage claimed for the 
latter is its flexibility, while wage rate cannot be 
brought down because of a fall in prices, the dearness 
allowance, if kept as a separate element, can. The 
system can also be designed to reduce the time lag 
between the price increases and payment of 
compensation therefore. The system of dearness 
allowance, as it has evolved in this country, may 
under certain c i rcumstances , add to the inflationary 
tendencies" 
In S.P. Jankipa t t i , Justice^^ Varadarajan has 
considered the question whether the dearness 
allowance included in the wages. Held, tha t in the 
industr ial d isputes Act. 1947. The payment of bonus 
" S.P. Jankipathi V/S Presiding officer, labour court Madras 1980 Lab. I.C. 333 Madras. 
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Act. 1965, the clearness allowance is specifically 
included n the definition of the word wages and in the 
payment of wages Act. 1936, it appears to have 
included the words "all remunerat ion" and is not 
specifically included in the definition, so the dearness 
allowance s included in the wages. 
In Regional commissioner EPC^^, where the 
question is whether the special allowance paid by the 
employer as a result of an agreement entered into 
between the employer and the employee can be said to 
form part of the dearness allowance for the purpose of 
calculating the contribution payable by the employer 
under the provisions of the employees provident fund 
Act. 
It was held that the definition of basic wages in 
S.2(b) excludes a number of allowance grouped in 
sub-clauses (11) of section. However u / s 6, dearness 
allowance and remaining allowance are taken into 
consideration for calculating the contribution. In the 
present case, the special allowance was pad as a 
result of an agreement and they not agreed to treat it 
" Supra at note - 14 
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as part of basic wages or clearness allowance and 
hence it could not be included for computation of 
contribution by the employer under the provisions of 
the employee provident fund Act. 
Similarly Bombay High Court held tha t family 
allowance house-rent allowance, adhoc allowance and 
tiffin allowance could not be considered as dearness 
allowance u / s 2(21) of the payment of bonus Act. 
The Supreme Court seems very careful in 
awarding full back wage in case of re ins ta tement . 
In Ram Ashrey Singh and another Vs Ram Bux 
Singh and otheri^ (2003) II LLJ 176 S .C , the Supreme 
Court held tha t in every case of re ins ta tement there is 
no automatic entit lement far full back wages. 
Depending upbn the facts of each case payment of 
certain sum of money would meet the ends of jus t ice . 
In M.P. State Electricity Board Vs J a r i na Bee20 
(2003) III LLJ 244 (S.C.) the Supreme Court held that 
"(2003) II LLJ 176 S.C. 
^° (2003) III LLJ 244 (S.C.) 
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award of full back wages was not a natural 
consequence of setting aside a removal from service. 
In Hissar Central Co-operative Bank Ltd. Vs Kali 
Ram2i (2004) I LLJ 232 (S.C.), the supreme court has 
further explained the criterion for determining award 
of back wages in case of re insta tement . It has been 
held in this case that payment of back wages would 
depend on, besides gainful employment or non-
employment of employee, factors such as na ture of 
charge, extent of involvement and causing loss to 
employer. 
Therefore in every order of re ins ta tement an 
order for payment of full back wages is no more a 
normal rule. Now the order for payment of back wages 
would be on the discretion of the t r ibunal or court 
depending upon certain factors such as nature 
charge, extent of involvement of workman, loss to 
employer and gainful employment of the terminated 
employee. 
'^ (2004) I LLJ 232 (S.C.) 
122 
Chapter-5 
The use of the 'word any before bonus indicates 
that it is not only the bonus Payable under the 
payment of Bonus Act, 1965 but bonus of any type 
would not form part of wages under the s t a tu tes . In so 
far as bonus under the payment of bonus Act is 
concerned. There is no difficulty in its exclusion from 
the wages. Even a bonus which is na tu re is akin to 
such bonus , through not covered by the Act, would 
also be excluded from the meaning of wages. But in 
case of any other type of bonus the question arises 
whether such bonus remunerat ion or allowance of the 
principal or including clause or bonus within the 
meaning of excluding clause. For ins tance, in view of 
its incidents, production bonus, would absolutely falls 
within the meaning-of the word remunerat ion rather 
then bonus . It is, therefore, a question of fact 
deepening upon the facts and c i rcumstances of each 
case whether a par t icular bonus would fall within the 
meaning of the words remunerat ion allowance or 
bonus used in the definitions. 
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In A.P. Paper Mills22, where incentive bonus is 
paid under an agreement and its payment is not 
subject to the discretion of the employer then it is 
wages u / s 2(22) of the employees s tate Insurance Act. 
Incentive bonus and productive bonus , to fit into the 
definition of wages, the scheme under which it is paid 
must be examined and it must be ascertained whether 
the bonus paid under the scheme is par t of the terms 
of the contract of employment or whether it is an 
additional remunerat ion within the meaning of third 
part of S.2 (22) of the Act. If it does not fall either in 
the category of part I or part III, then only it can be 
said not to be wages and hence only then contribution 
will not be payable on the amount of bonus paid by 
the employer in such a scheme. If the bonus is paid to 
the discretion of the employer and can be withdraw at 
the time, then also, it would not be wages. The full 
bench of A.P. High Court observed23. 
"The sord 'other ' appearing at the commencement 
of the third part of the definition of wages u / s 2(22) of 
" E.S.I.C. Hyderabad V/S A.P. Paper Mills Ltd., 1978 ILLJ. 469 (F.B.) (A.P.) 
23 Ibid, as per Divian C.J., Ragubir & Gangadhara Rao J.J. 
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the Act indicates tha t it mus t be remunerat ion which 
is referred to in the earlier part of the definition viz, 
all remunerat ion paid or payable in cash to an 
employee, if the terms of the contract of employment, 
express or implied \v^ere fulfilled and incentive bonus 
in the present scheme is certainly additional 
remunerat ion. It must be emphasized at this stage 
that under the third part of the definition of wages it 
is actual factum of payment which counts because the 
word used is paid as dist inguished from paid or 
payable. The moment you get any additional 
remunerat ion other then the remunerat ion is paid to 
intervals not exceeding two months , it becomes wages 
by virtue of the third part of the definition of wages". 
The Calcutta High Court took the dissented 
opinion of the full bench decision of Andhra Predesh 
High Court in regional director W.B. Regional 
E.S.I.C.s-^, and held that bonus payable on extra work 
by way of reward is- not wages within the meaning of 
S.2 (22) of the Act. 
" Regional Director W.B. Region E.S.I.C. V/S Bengal Patteries Ltd., 1978 Lab. I.C, 793 Calcutta. 
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In the above case where under the incentive 
bonus scheme which was not a s ta tutory sett lement, 
bonus was earned on extra done as and by way of 
reward and no worker doing under the scheme cannot 
be said to be 'wages' as defined in s.2 (22) of the Act. 
The payment of incentive bonus which depends on the 
doing of a certain minimum quanti ty of normal work 
cannot be included in the term either in the first part 
of the third part of the definition of 'wages' under the 
Act. An employee has a right to his wages, but an 
employee under the incentive scheme under 
consideration is not entitled as a matter of right to an 
incentive bonus . The right depends on the 
performance of a minimum percentage of normal work 
load and gradual increase of such performances of 
work. Further , it must be noted that an incentive 
bonus scheme may be withdrawn or modified in the 
events mentioned on the scheme itself. It may be 
withdrawn totally or modified at the option of the 
employer. 
The Supreme Court of India approved the full 
Bench decision of the Andhra Pradesh High Court in 
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M/S. Harihar polyfibers25, and held tha t wages as 
defined u / s 2 (22) of the Act will include House Rent 
Allowance, Heat, Gas and Dust allowance and 
incentive allowance. Chinnappa Reddy 85 Amarnath 
Sen J . J observed. 
"Wages as defined u / s 2 (22) includes 
remunerat ion .paid or payable under the terms of 
contract of employment, express or implied but 
further extends to other additional remunerat ion, if 
any, paid at intervals not exceeding two months , 
though outside the terms of employment. Thus 
remunerat ion paid under the terms of contract of 
employment (express or implied) or otherwise if paid 
at intervals not exceeding two months is wages. If 
paid at intervals not exceeding two months is wages. 
The interposition of the clause and includes any 
payment to an employee in respect of any period of 
authorised leave, out, strike which is not illegal or 
lay-off between the first clause, 'all remunerat ion 
paid or payable in cash to an employee, if the terms of 
the contract of employment express or implied, was 
^^  Supra at note - 2 
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fulfilled' another third clause, other addit-two 
remunerat ion of any paid at intervals not exceeding 
two months , makes it abundant ly clear tha t while 
remunerat ion under the first clause has to be under a 
contract of employment, express or implied 
' remunerat ion ' under ' the third clause need not be 
under the contract of employment but may be any 
additional remunerat ion outside the contract of 
employment. So. There is no reason to exclude House 
Rent allowance. Night shift allowance, 'Incentive 
allowance' and Heat, Gas & Dust allowance' from the 
definition of 'wages' 
In another case Indian Dyestuff^^ where 
a t tendance bonus paid by the management under a 
scheme brought by a not be withdrawn or terminated 
unilaterally and held that the a t tendance bonus paid 
by the employer under the terms of the contract of 
employment to their employees is wages within the 
meaning of S.2 (22) of the employees' s tate Insurance 
Act. 
'^ E.S.I.C. Vs. Indian Dyestuff Industries Ltd., 1986, Lab. S.C. 1217 Bombay. 
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In Bata Shoe Company27 where the bonus paid by 
the respondent to its employees was in the na ture of 
ex-gratia payment or as has been described in one of 
the set t lements , it was paid as a gesture of goodwill 
on the part of ' the respondent . The bonus in question 
was nei ther in the na ture of production nor any 
statutory bonus . The bonus was payable one month 
after the end of each quarter . It was held by the 
Supreme Court, tha t the bonus in question did not 
fall under any category or class mentioned in the 
definition of wages by S.2 (22) of the Act speaks of 
other additional remunerat ion paid at intervals not 
exceeding two months . It is payable one month after 
the end of each quarter so the bonus in the na ture of 
exgratia payment payable one month after the end of 
each quar ter not includible in wages. 
Karnataka High Court in Ramkrishnappa28 held 
that the scheme for the incentive bonus in the case 
sets out the • performance base and provides for 
payment of incentive bonus for an output above the 
Regional Director E.S.I.C. & Another V/S Bata Shoe Co., (P) Ltd., 1986. Ub. IC. 72 S.C. 19861 LU 138 (S.C.) 
*^ Ramkrishnappa Vs. presiding officer, Industrial Tribunal, Bombay, 1986 Lab. IC. 1074 (Kart). 
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base, was optional for the workman to increase his 
output and to earn the incentive bonus . Further , is 
clear from the wages , u / s 2 (rr) under clase (III) (a) 
there of the Industr ial Dispute Act. Hence incentive 
bonus is not wages. 
In order to calculate the minimum wage, the 
Triparite committee of the Indian labour conference 
held in New Delhi in 1957, accepted five norms, and 
recommended tha t they should guide all wage fixing 
authori t ies , including minimum wage committees, 
wage Boards, adjudicators etc. this six norms i.e., 
children's education medical requirements , minimum 
creation including festivals/ceremonies and provision 
for old age marriage, etc. should further const i tute 25 
percent of the total minimum wage was added by the 
supreme court in view of socio-economic aspect of the 
wage s t ruc ture operating in our society today, while 
deciding workman Vs Replakus Brett and Co. Ltd., 
1992 s e c 2 7 1 . 
In this way the Supreme Court approved again 
the five norms accepted by the Tripartite Committee of 
the Indian labour conference and added one more 
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component as a guide for fixing the minimum wage in 
view of socio-economic aspect of wage s t ruc ture . 
In depth study of the Judicial survey indicative 
that the courts has considered House Rent Allowance. 
Nigh Shift allowance; Heat Gas & dus t allowance, 
Incentive allowance, retaining allowance, overtime 
allowance, dearness allowance & guaranteed wages 
will included in the term 'wages'. But conveyance 
allowance, compensatory allowance, special 
allowance, subsis tence allowance, Inam, adnoc 
allowance will not included in the wages. 
It was further, while adding sixth component in 
the minimum wage, observed by the Supreme Court 
that purchas ing power of today's wage cannot be 
judged by making calculations which are socially 
based on 3 0 / 4 0 years old wage s t ruc ture . The only 
reasonable way to determine the category of wage 
s t ruc ture is to evaluate each component of the 
category concerned in the light of the prevailing 
prices. There has been sky-rocketing rise in the prices 
and the inflation chart is going up so fast tha t the 
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only way to do just ice of the labour is to determine 
the money value of various components of the 
minimum wage in the context of today. 
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CONCLUSION AND SUGGESTION 
In Indian the modern industry began to develop 
in the latter half of 19^^ century. But there was no 
statutory measure for regulating wages of the worker 
till the First World War. The first step was taken 
through I.L.O. convention in 1928. The government of 
India passed the payment of wages Act in 1936, which 
regulated the payment of wages of the workers. But 
after the second world war there was increase in the 
number of industr ial dispute The government of India 
passed the minimum wages act which provides that in 
any case an industry have to pay minimum wages to 
its employees. Planned economy also helped in the 
fixation of wage policy from time to time. With a view 
to framing a proper plan and ensuring the fulfillment 
of the purpose of planned economy, the government 
associated representat ives of the employers as well as 
worker (to form a tripartite wage board in which 
government was himself a third party) to meet the 
need of a more effective machinery for wage 
determination and also to harmonies the interests of 
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labour and the community at large with the 
government's wage policy. Through this triparti te 
wage board provisions made for increases in wages on 
the basis of productivity. 
The Royal commission on labour hade suggested 
on investigation into the feasibility of setting up a 
minimum wage-fixing machinery. However, certain 
difficulties were pointed out and this reform could not 
be brought about till 1948. The various issues 
connected with the fixing of a minimum wage in our 
country may be briefly summed up in the words of the 
Kanpur labour enquiry committee, which said: In 
fixing a minimum wage, we have necessarily to take 
the cost of living into consideration we have to 
determined the s tandard. This is not an easy matter. 
The psychological, social and environmental elements 
of the problem, have all to be carefully examined. 
Date have to be coUeted family budgets have to be 
obtained, studied and analysed. The requisite items 
have to be selected with care, and accurately 
weighted, quantitatively and qualitatively. All this 
work is of a difficult na ture requiring patience, 
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precision and an unders tanding of the classes on 
whose behalf the cost of living is being determined. 
The family uni t itself has to be defined and fixed. In 
the Indian social system this is not a mat ter easy of 
achievement. The tradit ions and social usages of the 
people have to.be respected and duly appraised. 
The employers advanced argument against an 
increase in wage with part icular reference to Indian 
conditions. It is pointed out that increase in wages 
will create the greater idleness in cannot be wisely 
spent. Besides, the supply of labour may increase 
with a rise in the income. The increase in wages may 
be offset by an increase in the cost of living, because 
increased wages would have an inflationary tendency. 
However, all there arguments are one-sided, and the 
desirability of having a minimum wage in our country 
cannot be now disputed. The difficulties in fixing the 
wages have only to be kept in mind and carefully 
solved. 
It may also be mentioned that without a 
comprehensive system of social security, it may not be 
possible to lay down a national minimum time wage 
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because many workers may be retrenched if a national 
minimum is enforced. It is also argued that a national 
minimum wage would decrease. The profit of 
entrepreneurs and raise the share of labour in the 
national dividend and thus may affect saving and may 
lead to greater demand of consumption of goods, and 
this may not be very helpful when the country has 
embarked on developmental planning. However, 
minimum wages must be fixed in certain "sweated" 
industr ies , where workers are exploited. 
Due to the raped change in living style and 
sudden raising in the cost of commodities the internal 
of five years which is provided under the minimum 
wages Act, 1948 for fixation and revision of minimum 
wage is are long period and the limit should be at 
least one or two years in other wards the time for the 
fixation of and revision of the wage must be or two 
years. 
The employer should relies that when they are 
earning more profit in a part icular yare with the in a 
part icular year with the help of hard woring of the 
worker they mus t automatically increase the wages 
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without waiting the prescribe from the side of the 
workers. 
It is t rue that the judiciary had played and is 
playing a great role applying liberal approach in inter 
prating the term "wage" and in Reptakos care supreme 
court had added sixth component in the term wage. It 
is the duty of employers to add the necessary 
components automatically in the wage other reviewing 
the s i tuat ions and condition of the person who are 
living in the society because the worker are also the 
part and parcel of that society. 
Main recommendation of the second national 
commission on labour 2002 labour laws are not the 
only course of our unsatisfactory economic 
development. This, however, does not mean that we do 
not believe in the need for changes both in laws and 
at t i tude. 
There is an imperative need to evolve or new 
work cul ture . The wages have to be looked upon as 
incomes individual worker's a t t i tude to work has to 
include pride in maximizing his own productivity to 
repay his debt to the society and pride in his 
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commitment to excellence reflected in the quality of 
work. We must be concerned at the moral culpability 
of short charging or working less and accepting the 
same payment. 
The managements can make contribution to 
improve work culture. For maintaining high level of 
work cul ture, for arrangement required to be 
established include fair wages, equitable profit 
sharing, participatory management and opportunities 
to interact . 
In regard to living wages, all efforts should be 
made to give the living wages to workers. And all 
organs of state i.e., legislature, executive and 
judiciary must be active towards the living wage. No 
doubt, the fixation of living wage s t ruc ture is the most 
difficult task. But in India, may Foreign or 
mult inat ionals companies are giving wages, like living 
wage, to their workers. 
The demands of social just ice and the claims of 
national economy require the a t tempts should be 
made to secure to workmen a fair share of the 
national income which they help to produce; and care 
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has to be taken that the attempt at a fair distribution 
does not tend to dry up to source of the national 
income itself. 
The wage s t ructure must reach to the s tandard of 
the living wage which has been specified as one of the 
ult imate objectives by Article 43 of the Indian 
consti tution and which is the ideal that working 
population of the country hopefully looks forward to 
achieve. It is no doubt a bold and tall claim. 
From the statutory par ts of the definition of 
wages in various enactments , a chemical analysis 
from the inclusive and exclusive part is tha t the term 
wages is a comprehensive one and includes a privilege 
or benefit, which is capable of being estimated in 
terms of money. 
Only in the industrial dispute Act, any travelling 
concession is include in the definition of wage and not 
in any other s ta tute and comes either expressly or 
impliedly under the exclusion part of the definition of 
the wage. 
For the determination of minimum wage, minimum 
wages Act undoubtedly confers authority upon the 
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appropriate Govt, to issue wage in respect of scheduled 
industries for the whole or part of the state and Section 5 
of the minimum wages Act lays down procedure for fixing 
and revising the minimum rates of wage either by appoint 
on committees and sub committees in respect of such 
fixation and revision, as the case may be or by the 
notification of official Gazette. 
Several theories have been put forward to explain 
the general level of wages prevalent in a country. 
Theories of wage determine the level of wages. There 
are three stages of the development of wage theories. 
First, the jus t wage of the middle ages which mean 
jus t wage to the workers. Secondly the classical 
theories of wages, which includes, Adam Smith's 
theory, where the workmen desire to get as much, the 
masters to give as little as possible, the subsistence 
theory of wage where wages tend to settle at the level 
jus t sufficient to maintain the worker and his family 
at the minimum subsistence level, the s tandard of 
living theory where the worker do not accept wages 
below their s tandard of living, the wage fund theory 
where the wage can be ascertained by dividing the 
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wage fund by the number of workers and the residual 
claimant theory where the workers are paid what is 
left after making payment to other factor of 
production like rent, interest and profits. Thirdly, 
Neoclassical theory of wages, where the mist 
important theory is of demand and supply theory of 
wages. 
There are three kinds of wages minimum wage, 
fair wage 86 living wage. At the bottom of the ladder 
there is the minimum basic wage which the employer 
of any industr ial labour must pay in order to be 
allowed to continue in industry. Above this is the fair 
wage, which so the living wage must provide not 
merely the bare essentials of food, clothing and 
shelter but also a measure of frugal comfort, 
including education for the children, protection 
against ill health, requirement of essential social 
needs and a measure of insurance against the most 
important misfortunes, including old age. As regards 
fair wage, it involves a rate sufficiently high to enable 
the worker to provide a s tandard family with food, 
shelter, clothing, medical care and education of 
141 
Conclusion & Suggestion 
children. As regards the minimum wage, it has been 
understood in two different senses , the first being an 
industrial minimum wage which the employer of any 
industrial labour must pay in order to be allowed to 
continue an industry, the second being a statutory 
minimum wage, it provide not merely for the bare 
substance of life but also some measure of education, 
medical requirement and amenities. 
The impact of globalisation can be seen in many 
field these is a common belief that globalisation harm 
is causing to the internet of workers, especially 
unskilled workers, either directly indirectly, through 
trade and capital mobility. Its effect on wages, 
employment and income inequality have led to a 
uncertainly between working class. The impact of 
globalisation is also more several on women 
employment. Another aspect which has seriously 
affected the working class is labialisation in which the 
prices of essential commodities 
As workers both in urban am rural area as well 
as spend a large share of their income on food the real 
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wages of the workers have gone down adversely 
affecting their living s tandards . 
In depth study of the Judicial survey indicative 
that the courts has considered House Rent Allowance. 
Nigh Shift allowance, Heat Gas 86 dus t allowance, 
Incentive allowance, retaining allowance, overtime 
allowance, dearness allowance & guaranteed wages 
will included in the term 'wages'. But conveyance 
allowance, compensatory allowance, special 
allowance, subsis tence allowance, allowance will not 
included in the wages. 
It was further, while adding sixth component in 
the minimum wage, observed by the Supreme Court 
that purchasing power of today's wage cannot be 
judged by making calculations which are socially 
based on 3 0 / 4 0 years old wage s t ruc ture . The only 
reasonable way to determine the category of wage 
s t ructure is to evaluate each component of the 
category concerned in the light of the prevailing 
prices. There has been sky-rocketing rise in the prices 
and the inflation chart is going up so fast that the 
only way to do just ice of the labour is to determine 
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the money value of various components of the 
minimum wage in the context of today. 
144 
Table of Cases 
TABLE OF CASES 
1. A.p. Paper Mills E.S.I .C. Hyde rabad V / S A.P. 
Paper Mills Ltd., 1978 I LLJ. 469 (F.B.) (A.P.). 
2. Ahmad Nagar Zilla She th Mazdoor Union V / s 
Dinkar Rao Kalyan Rao J a g d a l e , 2001 Sec (L 
& S) 1180. 
3. All India Reserve Bank Employee ' s Associa t ion 
V.R.B.I., (1965) II L.L.J. 175 (190) ( S . C ) . 
4. Ba ta Shoe Company, Regional Director E.S.I .C. 
& Another V / S Bata Shoe Co., (P) Ltd., 1986. 
Lab. IC. 72 S.C. 1986 I LLJ 138 (S.C.) 
5. Bene t t Colman and Cp. (P) Ltd. V. Punya Priya 
Das Gup ta (1969) II L.L.J 554 ( S . C ) . 
6. B h a r a t Heavy Electr ic Plate and Vessesl Ltd., 
V. Commiss ioner for w o r k m a n Compensa t i on . , 
1983 , 1 L.L.J. 477 , All. 
145 
Table of Cases 
7. C h a l t h a n Vibhag S a h a k a r i Khad Udhyog V. 
Governmen t Labour Officer, 1 9 8 1 , 1 L.L.J. 
450 . 
8. C h a n d r a m a l a i Es t a t e V. Its Workmen , 1960, II, 
L.L.J. 2 4 3 , (S.C.) 
9. Colemen and Co Vs P u n y a P r i y a d a s , AIR 1970 
Sc. 4 2 6 . 
10. E.S.I .C. Banglore V. Managemen t of Kir loshar 
Sys tem Ltd. Banglore , 1985, Lab. I.C. 275 
(Kart.) 
11 . E.S. I .C. Hyderabad V. A.P. Pape r Mills. Ltd. 
R a j a h m u n d r y , 1978, Lab. I.C. (19) (F.B.) (A.P.) 
12. E a s t Coas t Commercia l Co. Ltd., V.A. P r a k a s a 
Rao, (1977) 1 L.L.J. (6) (S.C.) 
13. E x p r e s s Newspaper (PP Ltd. V. Union of India 
(1961) 1 L.L.J. (339) (362) S.C. 
14. Greysham & Co. V. Regional P.F. 
Commiss ione r New Delhi. 1978 , II L.L.J. 95 
(Delhi). 
146 
Table of Cases 
15. H i n d u s t a n Antibiot ics Ltd. V. Their Workmen 
1967, 1 L.L.J. 114, (120) (S.C.) 
16. H i n d u s t a n Times Ltd. V. Their Workmen 1963, 
1 L.L.J. 108, (112) (S.C.) 
17. H i s sa r Cent ra l Co-operat ive Banl Ltd. Vs Kali 
Ram (2004) I LLJ 232 ( S . C ) . 
18. K a n t a Devi and o the r s V / S s t a t e of H a r y a n a 
and o t h e r s 1994 Sec (L & S) 1 128 II. 
19. M.P. S ta te Electr ici ty Board Vs J a r i n a Bee 
(2003) III LLJ 244 (S .C) . 
20. M / S . Har iha r Polyfibers V. The Regional 
Director E . S . I . C , 1984, Lab. I . C 1570 S.C. 
2 1 . M / S . Jyo t i Home I n d u s t r i e s 85 O t h e r s V. Sta te 
of K a r n a t a k a , 1983, Lab. I . C 1376, (Kart.) 
22 . M a h a t m a Rhule Agr icu l tura l Univers i ty , Vs 
Nasik Zilla She th Kamgar un ion and other , 
2001 Sec (L 86 S) 1180. 
2 3 . Mcleod & Co. Ltd. V. Its Workmen, 1964, 1 
L.L.J. 3 6 8 , (S .C) 
147 
Table of Cases 
24. Or i s sa Road T r a n s p o r t Co. Ltd. V. Narayan 
Par ida 1986, 1 L.L.J. 270 (Orrisa) 
2 5 . Pha l ton Sugar Mills V. Their workmen , (1954), 
II L.L.J. 341 (345) L.A.T. 
26 . P r a b h u l a l Pa t i r am 85 Co. V. I n d u s t r i a l 
T r ibuna l , (1966), II L.L.J. 206 (210) (M.P.) 
(D.B.) 
27 . Ram Ashrey Singh and a n o t h e r Vs Ram Bux 
Singh and o ther (2003) II LLJ 176 S.C. 
28 . R a m k r i s h n a p p a V. Pres id ing Officer, I ndus t r i a l 
T r ibuna l , Bangore , 1987, Lab. I.C. 1074 (Kart). 
29 . Regional Commiss ioner , E.P.F. , Tamil Nadu 85 
P a n d i c h e r r y V. Managemen t of S o u t h e r n Alloy, 
F o u n d r i e s (P) (Ltd.), 1982, II L.L.J. 2 8 , (Mad). 
30. Regional Director E.S.I .C. & Another V. Bata 
Shoe Co. (P) LTd. (1986) Lab. I.C. 72 , (S.C.) 
3 1 . Regional Director W.B. Region E.S.D.C.V. 
Bengal Pot te r ies Ltd., 1978, Lab. I.C. 798 , 
(Cal). 
148 
Table of Cases 
32. S. K r i s h n a m u r t h y V. The Pres id ing Officer 
Cen t ra l Government , Labour Cour t , Madras , 
(1986) 1 L.L.J. 133, S.C. 
3 3 . S.P. J a n k i p a t t i V. Pres id ing Officer, Laobour 
Cour t , Madras , 1980, Lab. I.C. 3 3 8 , (Madras) 
34 . S a n d e e p Kumar and o the r s V / s s t a t e of U.P 
1993 Sec (L & S) 290 . 
35 . Shri Ram Refrigeration I n d u s t r i e s Ltd. 
Hyderabad V. Indus t r i a l T r i b u n a l , A.P. 1975, 
Lab. I.C. 5 2 1 , (A.P.) 
36 . S t a n d a r d Vacume Refining Co. of India Ltd. V. 
Its workmen , 1980, 1 L.L.J. 227 (234) (S.C.) 
37 . S t a t e of H a r y a n a Vs Tilakraj a n d o t h e r s , 2 0 0 3 
Sec (L 86 S) 8 2 8 . 
38 . S t a t e of W.B.V. Bachu Manda l , (1977) Lab. 
I . e . , 6 1 6 , (Cal.) 
39 . S t a t e s m e n Ltd. V. Their Workmen , (1976) 1 
L.L.J. 484 (S.C.) 
149 
Table of Cases 
40. Union of India V. Pr i tam Singh, 1970, Lab. I.C. 
3 5 7 , (P. & H.) 
4 1 . Workmen Employed by the C a l c u t t a Port 
C o m m i s s i o n e r s V. The Employer in re la t ion of 
the C a l c u t t a Port Commiss ione r . (1969) S.C. 2 
L.L.J. 9 7 3 . 
42 . Workmen of Gujrat Electr ic i ty Board V. Gujrat 
Electr ic i ty Board (1969) II L.L.J. 791 (796) 
(S.C.) 
150 
Bibliography 
BIBLIOGRAPHY 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
Chopra , D.S. 
Devit, K.K: 
Dobb, M.H. 
Giri, V.V. 
Kothar i , G.M. 
Malik 
Malho t ra , S.N. 
S a m a n t , S.R. 
S a r a n 66 Singh 
Saxena , r .C. 
S u k h l a , V.N. 
Adam Smi th 
-
-
-
-
- • 
-
-
-
Indus t r i a l 86 Labour Reference 
Modern Economic Theory 
Theor ies of Wages 
Labour Prob lems in Indian 
Indus t ry 
Labour D e m a n d 86 the i r 
ad jud ica t ion (Vol. II) 
I ndus t r i a l Law 
Labour P rob lems in India 
Indus t r i a l J u r i s p r u d e n c e (1961) 
Levels of Living 86 Minimum Wage 
Labour Problem 86 Social Welfare, 
14th Ed. (1981) 
Pr inc ipa ls of Economics 
Wealth of Nation 
151 
Bibliography 
JOURNALS 66 REPORTS 
All India Repor te rs 
Labour 86 Indus t r i a l Cases 
Labour Law J o u r n a l 
Repor t of the Commit tee on Fair Wage, 1946 
Report of the Nat ional Commiss ion on Labour , 
1969 
Repor t of the Royal Commiss ion on Labour in 
India , Ch. Ill, P .23 . 
G o v e r n m e n t of Ind ia - P l a n n i n g Commiss ion 
STATUTES; 
1) The employee ' s S ta te I n s u r a n c e Act - 1948 
2) The Employee ' s Provident Fund Act: - 1952 
3) The I n d u s t r i a l Dispu te Act - 1947 
4) The Minimum Wages Act - 1948 
5) The Paymen t of Bonus Act - 1965 
152 
Bibliography 
6) The Payment of Gra tu i ty Act - 1972 
7) The Payment of Wages Act - 1936 
8) The Workmen ' s Compensa t ion Act - 1923 
DICTIONARIES & ENCYCLOPEDIA 
Collier 's Encyclopedia - 2 3 , p . 208 
Encyc loped ia American - 2 8 , p . 255 
Encyc lopedia Br i t ann i ca - 2 3 , p . 267 
Oxford Dict ionary 
S t r o u d ' s Jud i c i a l Dict ionary 
153 
